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WEDNESDAY, JULY 9, 1958 


HovseE or REPRESENTATIVES, 
SUBCOMMITTEE ON Foreign Economic Pouicy or THE 
COMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to call, in room G-3, United States 
Capitol, at 10:30 a. m., Hon Brooks Hays (chairman of the subcom- 
mittee) presiding. 

Mr. Hays of Arkansas (presiding). The subcommittee will be in 
order. 

This morning the subcommittee is to hear a presentation on House 
bill 11840. 

Without objection, S. 3557 and S. 979 will appear in the record at 
this point. 

(S. 3557 and S. 979 follow :) 


[S. 3557, 85th Cong., 2d sess.] 


[Omit the part struck through and insert the part printed in italic] 


A BILL To amend the International oe Act of 1949, as amended (64 
ta 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the International Claims Settlement Act of 
1949, as amended, is further amended by adding at the end thereof the following: 


“TITLE IV 


“CLaims AGAINST CZECHOSLOVAKIA 


‘Sec. 401. As used in this #He the terms ‘national ef the Lnited States: Com- 


Beebe eds dH pttitte 42), (8) and (9) of seetion 364 of this Act: (atle— 


(1) ‘National of the United States’ means (A) a natural person who is a citizen 
of the United States, or who owes permanent allegiance to the United States, and (B) 
a corporation or other legal entity which is organized under the laws of the United 
States, any State or Territory thereof, or the District of Columbia, if natural persons 
who are nationals of the United States own, directly or indirectly, more than 50 per 
centum of the outstanding capital stock or other beneficial interest in such legal entity. 
It does not include aliens. (2) ‘Commission’ means the Foreign Claims Settlement 
Commission of the United States, established, pursuant to Reorganization Plan 
Number 1 of 1954 (68 Stat. 1279). (3) ‘Property’ means any property, right, or 
interest 

“Sec. 402. (a) The Secretary of the Treasury is directed to hold> » an accoun 
in the Treasury of the United States, the net proceeds of the sale of certain Czecho- 
slovakian steel mill equipment heretofore blocked and sold in the Unived States 
by order of the Secretary of the Treasury under authority of Executive Order 
Numbered 9193, dated July 6, 1942 (7 F. R. 5205, July 9, 1942). 

“(b) There is hereby created in the Treasury of the United States a fund to 
be designated the Czechoslovakian Claims Fund, for the payment of unsatisfied 
claims of nationals of the United States against Czechoslovakia as authorized in 
this title. 
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“‘(e) If, within one year following the date of enactment of this title, the 
Government of Czechoslovakia voluntarily settles with and pays to the Govern- 
ment of the United States a sum in payment of claims of United States nationals 
against Czechoslovakia, all moneys held pursuant to subsection (a) of this section 
shall be disposed of in accordance with the terms of the settlement agreement 
with Czechoslovakia and applicable provisions of this title and the sum paid by 
Czechoslovakia shall be covered into the Czechoslovakian Claims Fund. 

‘“‘(d) Upon the expiration of one year after the date of enactment of this title 
if no settlement with Czechoslovakia of the type specified in subsection (c) of 
this section has occurred, all moneys held pursuant to subsection (a) of this 
section except amounts held in reserve pursuant to section 403 of this title, shall 
be covered into the Czechoslovakian Claims Fund. 

“(e) The Secretary of the Treasury shall deduct from the Czechoslovakian 
Claims Fund 5 per centum thereof as reimbursement to the Government of the 
United States for the expenses incurred by the Commission and by the Treasury 
Department in the administration of this title. The amount so deducted shall 
be covered into the Treasury to the credit of miscellaneous receipts. 

‘“(f) After the deduction for administrative expenses pursuant to subsection (e) 
of this section, and after payment of awards certified pursuant to section 410 of 
this title, the balance remaining in the Fund, if any, shall be paid to Czecho- 
slovakia in accordance with instructions to be provided by the Secretary of State. 

“Sec. 403. No judical relief or remedy shall be available to any person assert- 
ing a claim against the United States or any officer or agent thereof with respect 
to any action taken under this title, or any other claim for or on account of the 
property or proceeds described in section 402 of this title, or for any other action 
taken with respect thereto except to the extent that the action complained of 
constitutes a taking of private property without just compensation, and to such 
extent the sole judicial relief and remedy available shall be an action brought 
against the United States in the United States Court of Claims which action 
must be brought within one year of the date of enactment of this title or it shall 
be forever barred; and any action so brought shall receive a preference over all actions 
which themselves are not given preference by statute. No other court shall have 
original jurisdiction to consider any such claim by mandamus or otherwise. — If 
any action is brought pursuant to this section the Secretary of the Treasury shall 
set aside an appropriate reserve in the account containing the moneys held pur- 
suant to subsection (a) of section 402.of this title. Such reserve shall be retained 
pending a final determination of all issues raised in the action and recovery in 
any such action shall be limited to and paid out of the moneys so reserved. After 
a final determination of all issues raised in the action and payment of any judg- 
ment against the United States entered pursuant thereto, any balance no longer 
required to be held in reserve shall be disposed of in accordance with the provisions 
of subsection (d) of section 402 of this title. Nothing in this section shall be 
construed to create (1) any liability against the United States for any action 
taken pursuant to section 404 of this title, (2) any liability against the United 
States in favor of the Government of Czechoslovakia, any agency or instru- 
mentality thereof or any person who is an assignee or successor in interest thereto, 
or (3) any other liability against the United States. 

“Sec. 404. The Commission shall determine in accordance with applicable 
substantive law, including international law, the validity and amount of claims 
by nationals of the United States against the Government of Czechoslovakia for 
losses resulting from the nationalization or other taking on and after January 1, 
1945, of property including any rights or interests therein owned at the time by 
nationals of the United States, subject, however, to the terms and conditions of 
an applicable claims agreement, if any, concluded between the Governments of 
Czechoslovakia and the United States within one year following the date of enact- 
ment of this title. Jn making the determination with respect to the validity and 
amount of claims and value of properties, rights, or interests taken, the Commission 
is authorized to accept the fair or proved value of the said property, right, or interests 
as of a time when the property or business enterprise taken, was last operated, used, 
managed or controlled by the national or nationals of the United States asserting the 
claim irrespective of whether such date is prior to the actual date of nationalization or 
taking by the Government of Czechoslovakia. 
pfR“Sec. 405. A claim under section 404 of this title shall not be allowed unless 
the property upon which the claim is based was owned by a national of the United 
States on the date of nationalization or other taking thereof and unless the claim 
has been held by a national of the United States continuously thereafter until the 
date of filing with the Commission. 
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“Sec. 406. (a) A claim under section 404 of this title based upon an ownership 
interest in any corporation, association, or other entity which is a national of the 
United States shall be denied. 

“(b) A claim under section 404 of this title, based upon a direct ownership 
interest in a corporation, association, or other entity for loss by reason of the 
nationalization or other taking of such corporation, association, or other entity, 
or the property thereof, shall be allowed, subject to other provisions of this title, 
if such corporation, association, or other entity on the date of the nationalization 
or other taking was not a national of the United States, without regard to the per 
centum of ownership vested in the claimant in any such claim. 

““(e) A claim under section 404 of this title, based upon an indirect ownership 
interest in a corporation, association, or other entity for loss by reason of the 
nationalization or other taking of such corporation, association, or other entity, 
or the property thereof, shall be allowed, subject to other provisions of this title, 
only if at least 25 per centum of the entire ownership interest thereof at the time 
of such nationalization or other taking was vested in nationals of the United States. 

‘“‘(d) Any award on a claim under subsection (b) or (ec) of this section shall be 
calculated on the basis of the total loss suffered by such corporation, association, 
or other entity, and shall bear the same proportion to such loss as the ownership 
interest of the claimant bears to the entire ownership interest thereof. 

“Src. 407. In determining the amount of any award by the Commission there 
shall be deducted all amounts the claimant has received from any source on 
account of the same loss or losses with respect to which such award is made. 

“Sec. 408. With respect to any claim under section 404 of this title which, at 
the time of the award, is vested in persons other than the person by whom the 
loss was sustained, the Commission may issue a consolidated award in favor of 
all claimants then entitled thereto, which award shall indicate the respective 
interests of such claimants therein, and all such claimants shall participate, in 
proportion to their indicated interests, in the payments authorized by this title 
in all respects as if the award had been in favor of a single person. 

“Sec. 409. No award shall be made on any claim under section 404 of this 
title to or for the benefit of (1) any person who has been convicted of a violation 
of any provision of chapter 115, title 18, of the United States Code, or of any 
other crime involving disloyalty to the United States, or (2) any claimant whose 
claim under this title is within the scope of title III of this Act. 

“Sec. 410. The Commission shall certify to the Secretary of the Treasury, in 
terms of United States currency, each award made pursuant to this title. 

“Sec. 411. Within sixty days after the enactment of this title or of legislation 
making appropriations to the Commission for payment of administrative expenses 
incurred in carrying out its functions under this title, whichever date is later, the 
Commission shall give publie notice by publication in the Federal Register of the 
time when, and the limit of time within which claims may be filed, which limit 
shall not be more than twelve months after such publication. 

“Sec. 412. The Commission shall complete its affairs in connection with the 
settlement of claims pursuant to this title not later than three years following 
the final date for the filing of claims as provided in section 411 ‘of this title or 
following the enactment of legislation making appropriations to the Commission 
for payment of administrative expenses incurred in carrying out its funetions 
under this title, whichever date is later. 

“Sec. 413. (a) The Secretary of the Treasury is authorized and directed, out 
of the sums covered into the Czechoslovakian Claims Fund, to make payments 
on account of awards certified by the Commission pursuant to this title as follows 
and in the following order of priority: 

““(1) Payment in the amount of $1,000 or in the amount of the award, whichever 
is less. 

‘““(2) Thereafter, payments from time to time on account of the unpaid balance 
of each remaining award made pursuant to this tithe which shall bear to such 
unpaid balance the same proportion as the total amount in the fund available for 
distribution at the time such payments are made bears to the aggregate unpaid 
balance of all such awards. 

“(b) Such payments, and applications for such payments, shall be made in 
accordance with such regulations as the Secretary of the Treasury shall prescribe. 

“(e) For the purpose of making any such payments, an ‘award’ shall be deemed 
to mean the aggregate of all awards certified in favor of the same claimant. 

“(d) If any person to whom any payment is to be made pursuant to this 
title is deceased or is under a legal disability, payment shall be made to his legal 
representative, except that if any payment to be made is not over $1,000 and 
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there is no qualified executor or administrator, payment may be made to the 
person or persons found by the Comptroller General to be entitled thereto, 
without the necessity of compliance with the requirements of law with respect 
to the administration of estates. 

“(e) Subject to the provisions of any claims agreement hereafter concluded 
between the Governments of Czechoslovakia and the United States, payment 
of any award pursuant to this title shall not, unless such payment is for the full 
amount of the claim, as determined by the Commission to be valid, with respect 
to which the award is made, extinguish such claim, or be construed to have divested 
any claimant, or the United States on his behalf, of any rights against any foreign 
government for the unpaid balance of his claim. 

“Sec. 414. No remuneration on account of services rendered on behalf of any 
claimant in connection with any claim filed with the Commission under this 
title shall exceed 10 per centum of the total amount paid pursuant to any award 
certified under the provisions of this title on account of such claim. Any agree- 
ment to the ccntrary shall be unlawful and void. Whoever, in the United States 
or elsewhere, demands or receives, on account of services so rendered, any 
remuneration in excess of the maximum permitted by this section, shall be guilty 
of a misdemeanor, and, upon conviction thereof, shall be fined not more than 
$5,000 or imprisoned not more than twelve months, or both. 

“Sec. 415. The Secretary of State is authorized and directed to transfer or 
otherwise make available to the Commission such records and documents relating 
to claims authorized by this title as may be required by the Commission in carrying 
out its functions under this title. 

“Src. 416. To the extent they are not inconsistent with the provisions of this 
title, the following provisions of title I shall be applicable to this title: Subsections 
(b), (ce), (d), (e), (h), and (j) of section 4; subsections (ce), (d), (e), and 
(f) of section 7. 

“Sec. 417. There are hereby authorized to be appropriated such sums as may 
be necessary to enable the Commission and the Treasury Department to pay their 
administrative expenses incurred in carrying out their functions under this title.”’ 

Sec. 2. Section 304 of the International Claims Settlement Act of 1949, as amended, 
is amended by adding at the end thereof the following: ‘‘Upon payment of the principal 
amounts (without interest) of all awards from the Italian Claims Fund created 
pursuant to section 302 of this Act, the Commission shall determine the validity and 
amount of any claim under this section by any natural person who was a citizen of 
the United States on the date of enactment of this title and shall, in the event an award 
is issued pursuant to such claim, certify the same to the Secretary of the Treasury 
for payment out of remaining balances in the Italian Claims Fund in accordance 
with the provisions of section 310 of this Act, notwithstanding that the period of time 
prescribed in section 316 of this Act for the settlement of all claims under this section 
may have expired.’’ 

Sec. 3. (a) Subsection (b) of section 311 of the International Claims Settlement 
Act of 1949, as amended, is amended by adding at the end thereof the following: 
“This subsection shall not be construed so as to exclude from eligibility a claim based 
wpon a direct ownership interest in a corporation, association, or other entity, or the 
property thereof, for loss by reason of the nationalization, compulsory liquidation, 
or other taking of such corporation, association, or other entity by the Governments of 
Bulgaria, Hungary, Italy, Rumania, or the Soviet Government. Any such claim 
may be allowed without regard to the per centum of ownership vested in the claimant.” 

(b) Any claim heretofore denied under subsection (b) of section 311 of the Inter- 
national Claims Settlement Act of 1949, as amended, prior to the dale of enactment 
of this section, shall be reconsidered by the Foreign Claims Settlement Commission 
solely to redetermine its validity and amount by reason of the amendments made by 
this section. 

Sec. 2 4. If any provision of this Act, or the application thereof to any person 
or circumstances, shall be held invalid, the remainder of the Act, or the applica- 
tion of such provision to other persons or circumstances, shall not be affected. 


{S. 979, 85th Cong., 1st sess.] 


AN ACT To amend the International Claims Settlement Act of 1949, as amended, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a), section 306 of the International 
Claims Settlement Act of 1949, as amended, is amended at the end thereof by 
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striking out the words “not be more than one year after such publication, except 
that with respect to claims under section 305 this limit shall not exceed six 
months.” and inserting “in no event be later than the date of enactment of this 
Act.” 

(b) The International Claims Settlement Act of 1949, as amended, is further 
amended by designating section 308 thereof as subsection (a) of section 308 and 
adding the following: 

“(b) Any proposed award under subsection (a) of this section shall be reduced 
by an amount equal to the aggregate amount of Federal tax benefits derived by 
the claimant in any prior taxable year or years resulting from any deduction or 
deductions claimed for the loss or losses with respect to which such proposed 
award is made, except that such an award shall not be reduced to an amount 
less than $5,000 by reason of this subsection. Such Federal tax benefits shall be 
the aggregate of the amounts by which the claimant’s taxes for such year or years 
under chapters 1, 2A, 2B, 2D, and 2E of the Internal Revenue Code of 1939, as 
amended, or subtitle A of the Internal Revenue Code of 1954, as amended, were 
decreased with respect to such loss or losses.” 

Passed the Senate August 5 (legisiative day, July 8), 1957. 

Attest: 

FELTON M. JouHNsTON, Secretary. 

Mr. Hays of Arkansas. The author of H. R. 11840 is Mr. Younger 
from California, and we will be glad to hear from our distinguished 
colleague. 

We are ver y happy to have you before our committee. We do not 


have that pleasure very often. 


STATEMENT OF HON. J. ARTHUR YOUNGER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Younger. This is the first time I have ever had the privilege of 
attending one of your meetings. It is the first time I have ever had a 
bill before you. 

I would like to make the following statement with regard to Senate 
bill 3557, which is a duplicate of my bill. 

Mr. Hays of Arkansas. Are they exactly identical ¢ 

Mr. Youncer. Yes, they are exactly identical. The Senate com- 
mittee has already reported the bill out and I understand it is going 
to be on the calendar today for passage in the Senate and if that is 
true then the remarks I shall now make are with regard to their bill, 
discussing suggested changes that might be made to just clarify 1 or 9 
points. 

Now, whether or not the committee clarified those in their report, 
I am not sure because I have not had the opportunity of seeing the 
bill as reported from the committee, because they have just taken 
that action. 

Thank you for permitting me to appear before your committee 
this morning to discuss briefly a matter in which I have been deeply 
interested for the past several years, and which, like you, I have 
been attempting to resolve for the benefit of the "American citizens 
concerned by means of the only legislative procedures available to 
them in matters of this kind. 

The history of how Czechoslovakia was freed from Nazi domination 
only to become a Russian satellite by a political coup is well docu- 
mented in the files of your committee. Suffice it to say that in this 
coup, private corporations became instrumentalities of the Commu- 
nist government and individual factories and businesses were seized 
and their operation taken over by the Communist state. 


28428—58——2 
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Many American citizens and companies fell victim to this onslaught 
of communism. Privately owned American properties, bank ac- 
counts, and investments were taken by the Communists without any 
compensation at all and without even a promise of compensation. 
These American owners were prevented from even asserting a om, 
and our State Department’ s protests fell on completely deaf ea 
Year after year, the State Department negotiated with the Cumaing- 
nists for some sort of settlement arrangement, but year after year the 
Communists procrastinated and refused to make any offer for the 
properties they had taken. 

With this background, certain Czechoslovakian interests, wholly 
controlled by and ‘subject to the direction of the Communist govern- 
ment, sought to remove from this country an entire steel mill which 
they had “purchased here. The successful ac complishment of this 
shipment by the Communist would have been a serious blow to our 
national defense and, of course, would have removed from our control 
the only hope of compensation for the American citizens whose prop- 
erties were seized and taken by the Czech Government. Accordingly, 
our Treasury Department, after consultation with the State Depart- 
ment issued an order blocking the steel-mill equipment in the United 
States. That transpired in 1952. 

In 1954, the Secretary of the Treasury ordered the sale of the steel- 
mill equipment. The Treasury Department announced : 

Funds realized from the sale will be deposited in banks in the United 
States * * * pending consideration of American claims against Czechoslovakia. 

The steel-mill equipment was sold at a price of $9 million, and our 
Department of State continued to seek, year after year, a voluntary 
settlement of the American claims with the Communist Czech Gov- 
ernment. These efforts were unsuccessful. 

Thus, in 1958, more than 12 years after our American citizens lost 
their properties to the Communists, no arrangements of any kind 
have been made for even partial compensation of the losses sustained. 

S. 3557, which was introduced in the Senate, as well as H. R. 11840, 
which I introduced in the House, provide some long-delayed, even if 
not complete, relief for these very unfortunate American claimants. 
I am wholeheartedly in favor of the basic compensation program con- 
tained in these bills, and I understand the various executive agencies 
involved have likewise approved the plan of settlement set forth 
therein. 

Absolutely no cost to this Government is involved, and no appro- 
priations of any kind are required. From the point of view of foreign 
policy, the C zech Government is afforded another whole year within 
which to negotiate a voluntary settlement before this Government uses 
any part of the $9 million fund in settlement of American claims. If 
the Communists want to avoid the vesting of these blocked moneys, 
they should voluntarily settle forthwith the American claims. If they 
persist in keeping the American properties without any compensation 
to the former American owners, then they can hardly complain about 
this Government’s use of their $9 million partially to compensate the 
American owners. 

While I favor and recommend the adoption of the basic plan con- 
tained in S. 3557, I do nevertheless feel that the bill, in the form sug- 
gested by the executive agencies involved, requires certain fundamental 
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amendments in order to insure fair, early relief to the American claim- 
ants involved. I consider these amendments to be vitally important, 
but some do not, in any way, alter the basic purpose of the legislation 
as drafted by the various agencies. These amendments are as follows: 

1. Section 401, S. 3557: In prior claims-fund legislation—Yugo- 
slavia, Bulgaria, Italy, and so forth—the definitions of terms have 
been set forth specifically. In order to avoid any confusion in the ad- 
judication of claims against Czechoslovakia should any of the defini- 
tions of terms in prior laws be amended to resolve particular situations 
or problems peculiar to those funds, I believe the terms “national of 
the United States” and “property” should be expressly defined in this 
new title. 

2. Section 403, S. 3557: This section relates to certain suits which 
might be brought in the Court of Claims. I am very concerned about 
this section because I do not feel that this fund, established for the 
early payment of American property owners who have waited 12 years 
or more for even partial compensation, should be tied up in endless 
litigations which might be inspired by the Communists themselves in 
an effort to defeat the purpose of this legislation. 

I brought this problem to the attention of some of the executive 
agencies involved early this year, and some effort has been made in 
S. 3557 to prevent the problem I fear. However, in order to be cer- 
tain that the Communists do not defeat this program by the institution 
of baseless, protracted litigations which could be dragged out for a 
period of 5 years or more, I urge your committee to add provisions to 
section 403 which would make it clear— 

(a) That in no event shall the Government of Czechoslovakia, 
or any agency, instrumentality, or entity thereof or created or 
controlled thereby, or any national of Czechoslovakia or other 
person, corporation, or entity subject to the laws, jurisdiction, 
or control of Czechoslovakia, or any assignee or successor-in-in- 
terest of any of the foregoing, have or shall be entitled to assert 
any claim or action against the United States or any officer there- 
of for any reason or upon any ground whatsoever in connection 
with the property or proceeds described in section 402 of title 
LV of the act; and 

(>) That any suit brought in the Court of Claims under this 
section by any person shall be given an immediate preference for 
hearing and determination in that court, and in any appeals 
court to which same may thereafter be taken, for the reason that 
any such suit, under the law, ties up all or substantial portions 
of the claims fund for indefinite periods of time. 

3. Section 404, S. 3557: It is my understanding that the bill, as 
presently drafted, is intended to provide for the settlement of claims 
arising against the Communist Government of Czechoslovakia from 
and after January 1, 1945. If this interpretation is correct, the bill 
should so state. 

In fixing such a limitation, however, it should be understood that 
certain American factories and properties taken by the Communists 
in 1945, 1946, and 1947, had not, because of the recent end of hostili- 
ties in World War IT, returned to full production or operation sched- 
ules in the hands of the American owners. Thus, in determining the 
fair or actual value of these properties in the hands of the Commu- 
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nists and the true loss sustained by the American owner, the Com- 
mission should, in fairness and justice under the law, accept, in proper 
cases, the fair or proved value of the property or interest taken as of 
the last date before the Communist taking when the American owner 
actually operated, used, and managed the property as a going busi- 
ness concern. In such instances, it would be utterly unfair to the 
American investor to fix some arbitrary, unrealistic value as of the 
date of taking, simply because the Communist taking itself prevented 
the American owner from assuming renewed full operation and con- 
trol of his property. 

4. Section 406, S. 3557: As presently drafted, the bill allows claims 
by a United States national based upon ownership of an interest in a 
foreign corporation— 
if at least 25 percent of the entire ownership interest * * * was vested in na- 
tionals of the United States. 

Since this fund is to be established for the benefit of “American 
claimants” only, I sincerely believe that a claim should not be enter- 
tained unless at least 50 percent of the entire ownership was vested in 
Americans. 

I wish to thank you again for scheduling my testimony before this 
committee, and I hope that we may look forward soon to the estab- 
lishment of this claims fund for American citizens with valid losses 
sustained at the hands of the Communists. 

That is all I have to say about it. 

Mr. Hays of Arkansas. Thank you, Mr. Younger, very much. 

In the interests of good procedure, while we are considering Mr. 
Younger’s bill, we will probably strike out everything after the en- 
acting clause and consider the Senate bill. 

We are very happy to have with us Mr. Whitney Gillilland, Chair- 
man of the Foreign Claims Settlement Commission. 

If you have others with you, they may come to the table. 

Mr. GILuILtLaNnp. My fellow Commissioners, Mrs. Pace and Mr. Clay 
are here with me, and my General Counsel, Mr. McGuire, immediately 
on my right and Mr. James Tawney, our legislative liaison repre- 
sentative. 

Mr. Hays of Arkansas. We would be happy to have them sit at the 
table with you. 


STATEMENT OF HON. WHITNEY GILLILLAND, CHAIRMAN, FOREIGN 
CLAIMS SETTLEMENT COMMISSION, ACCOMPANIED BY HON. 
PEARL CARTER PACE AND HON. HENRY J. CLAY, COMMIS- 
SIONERS ; ANDREW T. McGUIRE, GENERAL COUNSEL; AND JAMES 
A. TAWNEY, LEGISLATIVE ATTORNEY 


Mr. Gituiianp. Mr. Chairman and members of the subcommittee, 
the purpose of H. R. 11840 and S. 3557, originally identical bills, is to 
amend the International Claims Settlement Act of 1949, as amended, 
and to provide compensation from former Czechoslovakian funds to 
Americans whose property was nationalized or taken by the Czecho- 
slovakian Government. This is one of the series of measures within 
the contemplation of the Congress at the time of the adoption of the 
International Claims Settlement Act. It is time the program be taken 
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up by the Foreign Claims Settlement Commission if the claims are to 
be processed without considerable loss of efficiency and economy. 

Furthermore, the claimants have already waited a long time with- 
out compensation for the loss of their property. 

Czechoslovakia came very strongly under the influence of Russia 
immediately following its liberation from the Nazis. Its governmental 
measures which culminated in the almost complete elimination of pri- 
vate enterprise began with a Cabinet declaration on April 5, 1945. 

By 1953 99.6 percent of all its industry and trade had come under 
governmental management and all corporations and companies had 
been liquidated. 

Our State Department was negotiating for a settlement with Czech- 
oslovakia at the time the International Claims Settlement Act was 
adopted. 

Although negotiations have been renewed and carried forward from 
time to time no settlement has ever been reached. Nevertheless, there 
exists in the possession of the United States Government a fund of 
about $9 million which, following the precedent of Bulgarian, Hun- 

arian, and Rumanian programs, may well be used to apply toward 
the satisfaction of American claims. The bills propose to so use it 
subject to the substitution of the proceeds of any Czechoslovakian 
settlement which may be reached within 1 year. 

Claims would be paid in full up to $1,000 and prorated above that. 
Procedures would be substantially identical with those under the last- 
mentioned programs, except in a limited number of respects. 

I commented upon the more significant variations in my testimony 
before the Senate committee at the hearings on S. 3557. As you have 
that testimony before you I will not repeat it, although I will be glad 
to respond to any questions. 

I likewise commented upon the proposed amendments to the original 
draft of S. 3557 which were then under consideration by the Senate 
committee. For example, I called attention to the fact that widening 
the coverages on claims programs already in operation, such as the 
Soviet, Bulgarian, Hungarian, Rumanian, and Italian programs, to 
include claims already on file but which had been rejected because not 
within previous definitions, tends to discriminate against potential 
claimants who, having believed themselves ineligible, had elected not 
to file. I also commented concerning the effect upon programing and 
budget. 

The Senate committee did, however, come forward with an amend- 
ment to section 304 of title LI1 of the present act, as amended, which 
I did not cover in the previous testimony. It appears to require some 
mention. 

As presently interpreted, section 304 limits eligible claimants for 
war damage against Italy to those who were United States nationals 
at the time of loss. Subject to the payment of the claims of such 
persons who were United States nationals at the time of loss the new 
amendment would extend coverage to persons who were United 
States citizens “on the date of enactment of this title,” i. e., August 
9, 1955. 

The fund which is used to settle the Italian claims was paid to the 
United States pursuant to the terms of an agreement entitled “Mem- 
orandum of Understanding Between the Government of the United 
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States of America and the Government of Italy regarding Italian 
Assets in the United States of America and Certain Claims of United 
States Nationals” (61 Stat. 3988). After providing for the return to 
Italy of certain Italian assets held in this country the memorandum, 
at article II states as follows 

The Government of Italy agrees to pay and deposit with the Government of 
the United States of America on or before December 31, 1947, the sum of 
$5,000,000, five million dollars, in currency of the United States of America, this 
sum to be utilized, in such manner as the Government of the United States of 
America may deem appropriate, in application to the claims of United States 
nationals arising out of the war with Italy and not otherwise provided for. 

This memorandum was executed and became effective on August 
14, 1947. I have some doubt as to whether it was intended to include 
as claimants persons who did not become nationals of the United States 
until 8 years later. It may be, of course, that the matter has been offset 
by the dischar ge of many claims from other funds. The Senate com- 
mittee has itself called attention to the fact that the new amendment 
does not conform to the usual nationality rule. 

For the reasons pointed out, we strongly urge the earliest possible 
action in this matter. 

I thank you. 

Mr. Hays of Arkansas. Commissioner Clay. 


STATEMENT OF HON. HENRY J. CLAY, COMMISSIONER, FOREIGN 
CLAIMS SETTLEMENT COMMISSION 


Mr. Cray. Ihave a prepared statement. 

It has been particularly noticeable since World War IT that the 
United States Government has vigorously pursued a policy insuring 
the protection of foreign property rights or interests of its nationals 
against acts of foreign governments which have, in one way or an- 
other, affected their full and unrestricted enjoyment. 

This policy is not a new venture in protection of citizens’ rights 
abroad, but is, in fact, a basic premise in any orderly democratic 
form of government. The foundation of this philosophy is predicated 
upon accepted principles of international law which provide, among 
other guaranties, that injuries to persons or their property are re- 
garded as infringements not only against the individual but his 
government as well. 

Recent emphasis of this attitude is incorporated in legislation 
presently before this committee in the form of H. R. 11840 which seeks 
to further amend the International Claims Settlement Act of 1949 to 
extend relief for claims arising in Czechoslovakia. The proposed 
legislation would provide a measure of compensation to certain United 
States nationals for nationalization, without compensation, or other 
expropriation of their property by the Czechoslovak Government 
subsequent to World War IT. 

It does not cover war-damage claims or claims for wartime measures 
taken against such property which are being considered independently 
in additional legislation designed to cover this particular area in S. 600 
introduced into the first session of the 85th Congress and a proposed 
administration bill sent to the Congress on July 8, 1958. 

The type of claims considered in H. R. 11840 arose, initially, in 
the spring of 1945, when the Government of Czechoslovakia instituted 
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. broad nationalization program which covered a wide variety of 
indie ies in that country. The first official Government action along 
these lines took place on April 5, 1945, by way of an announcement 
of public policy by the Czech cabinet which was provisionally seated 
at Kosice, a liberated town of Slovakia, during the time that other 
portions of the country were still under German occupation. 

The nationalization program that was initiated in the Government’s 
proclamation was thereafter to be known as the program of Kosice. 
This pronouncement by the de facto Government of Czechoslovakia 
declared that the— 
entire system of money and credit, key industrial enterprises, insurance system, 
and national power-producing enterprises * * * (should be) * * * placed 
under the general management of the government and made to serve the recon- 
struction of national economy and the renewal of production and trade. 

The first major or formal nationalization edicts were issued on 
October 24, 1945, by the President of the Republic and specifically 
related to the nationalization of mines, decree No. 100; food processing 
enterprises, decree No. 101; private insurance companies, decree No. 
103; and joint stock banks, decree No, 102. 

These several decrees typify the manner and means by which virtu- 
ally the entire economy of Czechoslovakia passed into ‘public owner- 
ship. The effect of the October 24, 1945, decrees and subsequent laws 
of a like nature was to wipe out private enterprise of any consequence 
in the Czechoslovakia economy. 

In January 1946, the Czechoslovak Government announced that 
negotiations would be undertaken forthwith to discuss settlement of 
foreign interests in nationalized enterprises which would be carried 
on directly with the governments of the owners so affected by this pro- 
gram. This general program of nationalization was thereafter sanc- 
tioned under the new constitution adopted May 9, 1948, Law No, 150, 
which attempted to Justify such acts while also drastically limiting 
private ownership. 

Very few private enterprises were permitted or were able to sur- 
vive this sweeping reform. According to official figures, the program 
was so successful that 99.6 percent of all industry in Czechoslovakia 
was in the hands of the Government by the end of 1953. 

Direct negotiations or efforts between American claimants and the 
Czechoslovak Government proved ineffectual. During the admin- 
istration of this nationalization program, however, the Department of 
State and the American Embassy in Prague made repeated efforts to 
obtain compensation for American nation: als whose interests had been 
affected by these measures. 

The Czechoslovak Government did eventually agree to settle all 
such claims through an intergovernmental lump-sum agreement and 
a Czechoslovak delegation was sent to Washington in early 1949 for 
this specific purpose. 

Little progress was accomplished in these protracted negotiations 
and the discussions were ultimately suspended due to an apparent lack 
of desire or inability on the part of the Czech delegation to offer ony 
reasonable settlement. Subsequently, 1 in November 1955, the Cze ho- 
slovak Government asked to reopen negotiations. Although there 
has been some progress in this renewed effort, the two Governments 
so far have failed to produce a working agreement. While it is the 
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intention of the Department of State to continue its good faith efforts 
to reach a negotiated settlement, the executive branch of the Govern- 
men now favors a more realistic or direct means of providing for 
compensation to American nationals if, within a reasonable time, 
these renewed negotiations fail to resolve the problem. 

The claims program proposed in H. R. 11840 would be administered 
by the Foreign Claims Settlement Commission of the United States, 
an independent agency, specifically established to handle this type of 
machinery. The fund to be created for the payment of claims under 
such a program, if an alternative fund is not supplied by the Govern- 
ment of Czechoslovakia itself, would be derived from the Czechoslovak 
funds presently in the hands of the Secretary of the Treasury. 

The story of how these funds came into being revolves around an 
interesting sequence of events relating to the purchase of a steel mill. 
The steel mill equipment involved had been ordered from an Ameri- 
‘an manufacturer pursuant to a contract executed on October 20, 1947, 
by Zelezarny, V. N. Molotova, Narodini Podnick, a Government en- 
terprise. 

By the time the equipment was built and ready for delivery, the 
Communists had taken over Czechoslovakia as well as the interests of 
the company that had ordered the equipment. 

Exportation of goods to Communist Czechoslovakia from the 
United States had been prohibited under our export control laws. 
Thus, on January 17, 1952, this property which was ready for delivery 
to Czechoslovakia became subject to blocking action by the Secretary 
of the Treasury. 

As a result of failure to obtain a license for export of the equipment, 
the Secretary of the Treasury ordered the sale of the property on 
March 25, 1954, to liquidate certain liens that had become attached to 
the goods and for the further purpose of disposing of the equipment 
which had been stored in United States warehouses awaiting its fur- 
ther disposition. 

An Argentine company was the successful bidder by its offer to pur 
chase for $9 million. The proceeds of this sale were placed in banks 
in the United States for the account of the owners, but were justifiably 
blocked by this Government pending consideration and settlement of 
the American property claims against Czechoslovakia. 

In the interim, the United States attempted to conclude a satisfac- 
tory lump sum settlement agreement with representatives of the 
Czechoslovak Government for compensation to American nationals for 
measures taken against their property in Czechoslovakia but has met 
with no success. 

In its desire to keep the door open for settlement, H. R. 11840 pro- 
vides for a 1-year period following its enactment within which further 
negotiations may be held and concluded with a view to reaching an 
agreement on settlement of these claims. If, at the end of the desig- 
nated 1-year period, no satisfactory agreement has been concluded, the 
$9 million blocked account presently on hand will be earmarked and 
made available for payment of these claims. 

If, on the other hand, an appropriate agreement is concluded within 
the 1-year period, the $9 million would then be released to Czecho- 
slovakia or would be retained as a setoff against the lump-sum amount 
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settled between the 2 countries and would immediately be available 
for satisfaction of the United States nationals’ claims. 

Under the recommended procedure contained in H. R. 11840, those 
American nationals who have waited patiently since 1945 for compen- 
sation as a result of the nationalization of their properties would have 
at least some positive assurance of some measure of recovery for their 
losses. 

There is a further advantage in that, although their losses may not 
be paid in full from the fund, the appraisal of their losses would be 
officially determined by our Government preparatory to whatever ad- 
ditional recovery may become possible in the future. 

In addition, the United States Government is, in effect, telling the 
world that the United States intends to protect the interests of Ameri- 
can investors abroad. This, in light of the encouragement of such in- 
vestments to supplement the mutual security program, makes good 
logic understood by all. 

There is sufficient precedence for the type of relief proposed ji 
H. R. 11840. As recently as 2 years ago, Public Law 285 aces 
the 84th Congress authorizing settlement ‘of nationalization and other 
claims by American property. owners against Bulgaria, Hungary, and 
Rumania. Prior to that program, the original International Claims 
Settlement Act of 1949 authorized payment of claims for nationaliza- 
tion of United States national properties occasioned by acts of the 
Government of Yugoslavia. 

Still earlier, there was the act of December 18, 1942, creating the 
American-Mexican Claims Commission. These several claims pro- 
grams, together with others, create a firm base for the proposed legis- 
lation herein suggested. 

There are a number of differences or departures from the usual 
pattern of prior legislation that should be noted. These primary 
Tn are: 

. The funds involved do not originate from the type of vest- 
ing assets as was the case in Bulgari la, Hungary, and Rumania; 

The proposed legislation is “not predicated on peace treaty 
defaults 

. There are no provisions for war damage claims; 

The fund is not created as a result of existing agreements 

r pi a nts of assets for use in paying American claims; and 

The 25 percent American ownership of stock, as required 
under Public Law 285, has been eliminated so as to provide relief 
to American owners of nominal equity interests in nationalized 
corporations. 

The proposed bill follows the usual pattern of eligibility require- 
ments, insofar as nationalization requirements are concerned, by pro- 
viding that claimants must show that their claims are based upon 
property rights which were American owned at the time of nation- 
alization, and that such claims have not subsequently passed out of 
American ownership. 

Payments of awards under the program would be made by the Sec- 
retary of the Treasury from the fund in full up to $1,000. Awords 
exceeding $1,000 would be subsequently paid on a pro rata basis from 
the remainder of the fund available after the initial payments. Pro 
visions are also made that payment of the awards, unless in full, 
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would not extinguish those claims from any remaining unpaid por- 
tion of such awards. 

There is a 1-year claim filing period, and a 3-year period set for 
claims settlement, as well as a provision for a 10 percent limitation on 
attorneys’ fees. There are other procedural matters which follow 
the practice adopted under Public Law 285 passed by the 84th 
Congress. 

The proposed legislation has an additional merit in that it will dis- 
pose of one of the ‘three outst: nding areas affected by World War II 
or its aftermath in which there has not been a settlement of United 
States nationals’ interests. Claims for war damages to American 
property directly connected with German action in World War IT and 
“taking” of American property subsequent to the war by the Com 
munist regime in Poland remain unsettled. 

Above the benefits that will inure to property owners who have had 
their property rights affected is the notice that this Government gives 
to Communist countries that they cannot expropriate the interests 
of American investors and property owners with impugnity. Like- 
wise, at the same time, friendly governments are put on notice that 
their assets in the United States may be put to similar use if an 
unfriendly regime in their country should attempt to derive unjust 
benefits from American investments or property which this Govern- 
ment presently encourages in their countries. 

Many American businessmen feel that increased governmental pro- 
tection is needed. That there has been progress along these lines can- 
not be doubted. 

H. R. 11840 certainly is another step in the right direction to guar 
antee such protection. Passage of this proposed legislation will un 
doubtedly confirm or reaffirm the interest of this Government in es 
pousal of United States nationals’ interests in foreign countries while 
at the same time it will be a measure of insurance and security of 
United States private foreign investment 2 W hich have been encouraged 
by the Government under the mutual security program. 

As time passes, there is the inevitable toll on the retentiveness of 
human memory as well as upon the ability of individuals to produce 
accurate and original evidence in support of their claims. Experience 
establishes the fact that the longer this tvpe of relief is delaved, the 
more difficult becomes not only the burden of producing required 
proofs but that the task of the claims administering body inevitably 
increases. 

The longer these claims remain unsatisfied. the fewer original claim 
ants survive who may benefit from such relief. Justice delayed—is 
justice denied. It appears that the time is now ripe for the type of 
relief sought in H. R. 11840 for American nationals whose property 
rights in Czechoslovakia have been affected by the postwar nationali- 
zation program in that country. 

Mr. Chairman. there are several items regarding prior legislation I 
would like to point up, and make some observations generally about 
this bill in particular. 

The pattern, I would seepie, of Czechoslovakia is a rather unusual 
one—first raped by Nazi Germany, then to be liberated by the Allied 
armies and shortly to be humbled by the political par: alysis of com- 
munism in 1945 and now a very firm satellite of Russia. 
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As a result of this political history, the Communist government has 
taken certain measures against U nited States property owned by 

United States nationals, that is, individual citizens, as well as cor- 
porations. They have confiscated this property in certain cases; they 
have expropriated it in other cases, and in some instances they have 
undertaken to nationalize the property by measures which would 
seem to be legal but in a very subtle fashion have nevertheless been 
able to deprive American nationals of their property. 

The efforts of this Government to negotiate with the Czecholo- 

vakian Government to pay reasonable, fair, and timely compensation 
has been without success. It seems well in order and timely that this 
bill should be before the Congress for early passage. 

We have found in the Foreign Claims ‘Settlement Commission that 
the longer this type of claims program is delayed, the more difficult it 
is for the Commission to adjudicate these claims. Furthermore, Amer- 
ican nationals have had their property taken from them and they are 
entitled to an early adjudication of their claims so that at least during 
their lifetime they can have some benefit of the limited proceeds that 
will flow from this claims program. 

The other item I wanted to bring to your attention, Mr. Chairman, 
is the number of differences or departures that this particular bill 
would have, distinguished from the other and more recent bills that 
have been passed through the Congress. 

The first one is, the funds involved here do not originate from the 
type of vested assets which were the type of assets used in Public Law 
285 in connection with Bulgaria, Hungary, and Rumania. 

[In the second case, the proposed legislation is not predicated on 
peace treaty defaults which also is the case in Hungary, Rumania, and 
Bulgaria under Public Law 285, 

Thirdly, there are no provisions for war damage claims under this 
proposal. 

Fourth, the fund is not created as a result of existing agreements 
or assignments of assets for use in paying American claimants. 

Fifth, the 25 percent American ownership of indirect property in- 
terests through stock ownership as required under Public Law 285 has 
been eliminated so as to provide relief to American owners of nominal 
equity interests in nationalized corporations. 

My final statement is the old adage: “Justice delayed is justice 
denied,” and I urge most strongly upon your committee, Mr. Chair- 
man, to approve this proposed legislation. 

Mr. Hays of Arkansas. Thank you, Mr. Commissioner. 

Mr. O'Hara? 

Mr. O'Hara. I have no questions, Mr. Chairman. 

Mr. Hays of Arkansas. Mrs. Pace, we are very 
with us. 

Mrs. Pace. I have no statement. I think my fellow Commissioners 
have covered our position and the differences between this and other 
bills. 

[ would just like to urge its early approval, so that American citizens 
may be paid for their losses. 

Mr. Hays of Arkansas. Has General Counsel anything to add? 

Mr. McGuire. I have nothing further to state. 


glad to have you 








16 CZECHOSLOVAKIAN CLAIMS FUND 


Mr. Hays of Arkansas. I have a letter from Mr. Alexander Slater, 
attorney in New York, asking permission to insert a statement. I 


think for the benefit of the committee I will read it. He is attorney for 
Otto Augstein, stockholder and receivers. [Reading:] 


The undersigned respectfully submits the following statement in connection 
with S. 3557, on behalf of a stockholder and receivers of property of the Banska 
A Hutni Akciova Spolecnost, a Czechoslovak corporation, owner of steel mill 
equipment built in this country, which was thereafter sold by order of the United 
States. The proceeds of this sale and its distribution are covered by provisions 
in the bill. 

The claimants I represent are such stockholder, one Otto Augstein, a citizen 
of Canada, and the receivers of a part of the steel mill machinery warehoused 
in New York. The action was commenced and the receivers were appointed on 
February 5, 1953, by an order of the Supreme Court of the State of New York, 
County of New York, in an action entitled “Otto Augstein, plaintiff, against 
Banska a Hutni Akciova Spolecnost, et al., defendants.” The receivers thereafter 
duly qualified and the case is presently pending in the New York Supreme Court. 

Shortly after the New York action was instituted a companion action was 
commenced by the same plaintiff against the same defendants in the Court of 
Common Pleas of Philadelphia, State of Pennsylvania, where another part of the 
steel mill equipment was warehoused ; and on March 4, 1953, that court appointed 
a receiver who thereafter duly qualified. The proceedings are also pending there. 
The actions were commenced in good faith and when the same were filed, the 
plaintiff stockholder and his attorneys, had no knowledge of any Federal restric- 
tions by virtue of any Federal freeze order issued against the machinery but 
only learned of this after the attorneys for said defendant, the Czechoslovak 
corporation, disclosed upon a motion to dismiss the complaint, that such freeze 
order was in effect. 

Conferences were held in Philadelphia by both the New York and Philadelphia 
attorneys representing the plaintiff and the receivers, with the attorney for the 
Foreign Funds Control Section of the United States Treasury Department, and 
an understanding was reached whereby in the event of a sale of the steel mill, 
the proceeds would be deposited in the Federal Reserve bank in the Philadelphia 
and the New York districts, in such proportionate amounts as the value of the 
machinery located in each State bore to the total value of the steel mill, to await 
the outcome of these actions and further proceedings. 

Our objection to S. 3557 is that no provision is made for the payment of claims 
of stockholders such as the plaintiff in these actions, who have a direct owner- 
ship in the corporation, and no provision for compensating the receivers and 
their attorneys for the expenditures incurred and for the services rendered in 
good faith in attempting to procure under the statute of the State of New York 
and the laws of Pennsylvania, a distribution of these assets for all creditors and 
stockholders. 

It is to be noted that a treaty between the United States and Canada is in force, 
under the provisions of which rights accorded in the territory of one contracting 
party to its citizens and subjects shall be similarly accorded therein to the 
citizens and subjects of the other contracting party. The relevant parts of this 
treaty are set forth hereinbelow. 

Article V of the Convention Between Great Britain and U. S. A., concluded 
March 2, 1899, ratified by the United States Senate March 22, 1900, and pro- 
claimed August 6, 1900, provides that— 

“In all that concerns the right to disposing of every kind of property, real and 
personal, citizens or subjects of each of the high contracting parties shall in the 
dominions of the other enjoy the rights which are or may be accorded to the 
citizens or subjects of the most favored nation.” (See 31 Stat. 1939; TS 146; 1 
Molloy 774.) 

Article I of the supplementary convention providing for the accession of the 
Dominion of Canada to the Real and Personal Property Convention of March 
2, 1899, signed at Washington October 21, 1921, ratifications exchanged at Wash- 
ington June 17, 1922, and proclaimed June 19, 1922, provides that 

“The provisions of the convention of March 2, 1899, shall become applicable to 
the Dominion of Canada upon ratification of the present convention in the manner 
provided by article II hereof.” 

Article II provides that the present convention shall be ratified by the Presi- 
dent of the United States by and with the consent of the Senate and by his 
Britannic Majesty and that the ratifications shall be exchanged at Washington 
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and the convention shall take effect on the date of the exchange of ratifications. 
(See 42 Stat. 2147 TS 663; 3 Redmond 2657.) 

Thus, this treaty, insofar as it accords rights to the above stockholder, is the 
supreme law of the land and must be given recognition in the enforcement of 
rights in the United States of America to citizens of Canada, and vice versa. 

The bill at the present moment permits persons and firms having ownership 
interests in corporations other than the steel mill corporation, to come in and 
file their claims, to the prejudice of (a) stockholders who invested their money 
in the steel mill corporation, and (b) the receivers and their attorneys who have 
rendered services and incurred expenses in connection with the property in 
Philadelphia and in the State of New York owned by this corporation. These 
parties and their equities in the assets, are completely ignored. 

The undersigned urges that this bill be amended so as to provide for the pay- 
ment of— 

(a) The claim or claims directed against the steel mill equipment referred to 
in section 402 (a) of this title, which prior to the passage of this title have been 
the subject matter of a pending action within the State where such equipment or 
proceeds therefrom were located and to citizens and subjects of countries whose 
rights are provided for in treaties between the United States of America and such 
countries. 

(b) Claims for services by any receiver appointed in any action referred to 
in the preceding paragraph and his attorneys, and for approved and customary 
expenditures incurred in connection therewith. 

It may be noted that the claim of the above stockholder for the value of his 
shares of stock is in the sum of $55,000, that the actual out-of-pocket expenses 
incurred by or on behalf of the receivers, in New York and Pennsylvania, do not 
exceed $5,000 and that no compensation has been received by the receivers or their 
attorneys, 

I wish to express my gratitude for the courtesy extended to me by this 
committee. 


Now we have Mr. Edwin F. Rains, Chief Counsel of the Foreign 
Assets Control Division of the Department of the Treasury. 


STATEMENT OF EDWIN F. RAINS, CHIEF COUNSEL, FOREIGN 
ASSETS CONTROL DIVISION, DEPARTMENT OF THE TREASURY 


Mr. Rarns. I have no testimony to offer to the committee today. 

The Treasury Department has sent up and has placed in the hands 
of the committee a statement signed by Laurence B. Robbins as Act- 
ing Secretary of the Treasury. I believe this statement should be 
introduced into the record. 

(Mr. Robbins’ statement folows :) 


My Dear Mr. CHAIRMAN: Mr. Franklin J. Schupp of the staff of your com- 
mittee has orally requested the Treasury Department to submit to you its views 
with respect to H. R. 11840 to amend the International Claims Settlement Act 
of 1949 by adding a title relating to claims against Czechoslovakia. The Treas- 
ury Department favors the enactment of this bill. 

We believe that it may be helpful to outline the circumstances which have 
caused the Secretary of the Treasury to be in possession of funds resulting from 
the sale in the United States of steel-mill equipment which had been ordered 
by Czechoslovakia. 

In January 1952 the Department of State requested the Treasury Department 
to prepare such documents as might be necessary to prevent the sale by Czecho- 
slovakian interests of certain steel-mill equipment which had been built in the 
United States as a result of an order placed with an American company in 1947 
by a Czecholslovak company. The American manufacturers were fully paid by 
the Czechoslovaks but the exportation of this equipment to Czechoslovakia was 
prohibited under the export control regulations of the Department of Commerce. 
However, no prohibition on its sale within the United States was in effect. On 
January 17, 1952, the Secretary of the Treasury issued an order under section 
5 (b) of the Trading With the Enemy Act, as amended, which, after finding that 
“Czechoslovakia or a national thereof” had an interest in the property, prohibited 
all unlicensed transactions with respect thereto. This order, a copy of which 
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is enclosed, prohibited, among other things, the unlicensed acquisition, sale, 
transfer, or dealing in or the exercise of any right, power, or privilege with 
respect to the steel-mill equipment which was therein described. This action 
was taken in context of the various foreign-relations problems existing at the 
time between this Government and the Government of Czechoslovakia. 

For a period of excess of 2 years the property remained in its blocked status. 
During this time counsel representing Czechoslovak Government agencies re- 
quested information with regard to the types of licenses which the Secretary 
of the Treasury would issue authorizing the sale or other disposition of the 
property. The Treasury Department indicated that it would be prepared to 
license the sale of the equipment provided that the proceeds received therefor 
remained blocked in the United States. Ultimately it became clear that the 
Czechoslovak Government was not prepared to sell the equipment subject to 
this condition. 

The blocking of the steel-mill equipment presented two practical problems. 
In the first place, the equipment was likely to decrease substantially in value 
under continued storage. Apart from the matter of growing obsolescence 
which would become an increasing factor so long as the equipment was stored, 
there was also the problem of the probable deterioration of the equipment it- 
self while in storage. The equipment weighed in excess of 28 million pounds 
and much of it was in open storage space. Although the builders had packed it 
in such a way as to guard it against deterioration during what would have 
been normal delivery time, it was believed that a very lengthy period of storage 
might substantially damage many of the components. In addition, the equip- 
ment was stored on premises of companies in the United States which were 
entitled to reimbursement for the value of the storage which they were affording 
to the equipment. Storage charges were accruing at the rate of approximately 
$100,000 a year. Until shortly before the blocking order, the charges had been 
paid by the Czechoslovak interests which claimed to own the equipment. How- 
ever, after the date of blocking, further payments by them ceased. 

The plight of one warehouseman in this respect was alleviated by the issuance 
of a license to that warehouse in 1953 authorizing it to exercise the warehouse- 
men’s lien which it had under the laws of the Commonwealth of Pennsylvania 
and sell certain roll grinders which were contained in the equipment. This 
relief was possible because the roll grinders were not an integral part of the 
equipment and their sale did not diminish the value of the rest of the equipment 
in storage. Similar action was not possible to receive the difficulties of the other 
firms storing the property since sale of any part of the equipment in their hands 
would have removed elements which were integral parts of the equipment and, 
therefore, would have greatly decreased the valne of the remainder. 

When it finally became clear that the Czechoslovak Governinent would not 
acquiesce in a sale of the property for funds which remained blocked in the 
United States and that continued storage might seriously prejudice the value 
of the property as a whole, the Secretary of the Treasury on March 25, 1954, 
after consultation with the Department of State, issued an order a copy of which 
is enclosed, directing the sale of the property on the basis of sealed bids. <A 
condition of the sale was that the successful bidder satisfy all outstanding liens 
against the property, which were expected to amount to something in excess of 
$488,000 as of the end of June 1954. On May 17, 1954, the Treasury Depart- 
ment accepted the bid of $9 million submitted by Sociedad Mixta Siderurgia 
Argentina of Buenos Aires, a company largely owned by the Argentine 
Government. 

The successful bidder paid the full purchase price shortly after its bid was 
accepted, and transported the equipment to Argentina. The only deduction 
which was made from the $9 million realized from the sale was the sum of 
$9,717.46 owed to a bankrupt warehouse company in Philadelphia for the stor- 
age of some of the steel mill equipment. Although this sum was a proper 
claim, it was not payable by the purchaser inasmuch as it did not have the 
status of a lien. The remaining proceeds amounting to $8,990,282.54 are now 
available for disposition under the proposed legislation. This sum is presently 
in accounts in the Federal Reserve Banks of Cleveland, Philadelphia, and New 
York. 

We are informed that the ownership of the steel-mill equipment at the time 
of its blocking and of the proceeds of sale was in a Czechoslovak corporation 
owned by the Government of Czechoslovakia. However, shortly after the block- 
ing order of the Secretary of the Treasury was issued on January 17, 1952, a 
foreign citizen claiming to be the owner of 500 shares allegedly worth $55,000 
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in a corporation known as Banska a Hutni Akciova Spolecnost, brought an ac- 
tion in the court of common pleas in Philadelphia on his behalf and on behalf 
of other stockholders asking for the appointment of a temporary receiver of the 
property of the corporation. He alleged that the steel-mill equipment referred 
to above was owned by thaf. corporation. <A similar action was started by the 
same plaintiff in the Supreme Court of the State of New York. The execu- 
tive branch does not believe that Banska a Hutni Akciova Spolecnost was the 
owner of the equipment. So far as we are aware, neither of the actions has 
been brought to a conclusion. It is understood that, at least in New York, ex- 
tensive proceedings in the litigation have ensued in which the Czechoslovak Gov- 
ernment entities which ordered the equipment and claim to own it have denied 
that the court has jurisdiction with regard to the matter on the grounds that 
they are not and have not been within the State of New York and that the cor- 
poration of which plaintiff is a shareholder has no property within the State. 

It is the position of the executive branch that State courts are without juris- 
diction to appoint receivers with respect to property blocked by the Federal 
Government and that such appointments are nullities. In this respect the ex- 
ecutive branch relies upon the decision of the Supreme Court of the United 
States in Propper v. Clark (837 U. S. 472 (1949)). In that case, the Supreme 
Court held that a permanent receiver appointed by a New York court could 
not take title to property when a blocking order was issued between the time 
of the appointment of a temporary receiver and the appointment of a perma- 
nent receiver. In the instant matter the Government’s position is stronger 
than in that case because here no receiver, either temporary or permanent, was 
appointed prior to the blocking order. 

The Treasury Department is unaware of any claims by any persons to owner- 
ship of the steel-mill equipment or its proceeds other than the claim which has 
been mentioned above and that of another person who also claims to have an in- 
terest in the property as a result of the ownership of 1,050 shares Banska a 
Hutni Akciova Spolecnost stock. 

The bill provides machinery through section 403 whereby any private per- 
son who claims an ownership interest in the property which is to be used to 
satisfy the claims can come forward and have his position adjudicated by the 
Court of Claims. We think that this is a proper safeguard although we believe 
that all of this property belongs to official or quasiofficial Czechoslovak Govern- 
ment entities. 

We are advised that concern has been expressed by some people who favor the 
enactment of this bill that litigation brought under section 403 may defeat or 
prejudice the purposes of the bill. They fear that this section may allow the 
Czechoslovak Government or persons acting on its behalf to assert false claims 
of private ownership of the proceeds referred to in section 402 and thus tie up 
these proceeds in litigation. We understand that to forestall such litigation 
it has been proposed that section 403 be amended to preclude suit being brought 
in the court of claims by the Government of Czechoslovakia, or by any instru- 
mentality, or entity thereof or controlled thereby, or any national of Czecho 
slovakia or other person, corporation, or entity subject to the law, jurisdiction, 
control, or sovereignty of Czechoslovakia. 

Although we recognize and approve the purpose of the proposed amendment, 
we feel that its adoption might, in fact, be prejudicial to this purpose. Section 
403, as written, affords a judicial forum to only one class of persons: Those per- 
sons, if there are any, whose private property S. 3557 would take and devote to a 
public use. A person in this class cannot be deprived of his right without render 
ing the bill unconstitutional: and a person not in this class cannot recover 
under section 403. To the extent that the proposed amendment would cut off 
the rights of persons who are not protected by the Constitution, it would do 
no more than section 403 already does. The extent that it would cut off 
constitutionally protected rights, it would render the bill unconstitutional. 

We recognize that deliberately false claims may be presented to the court of 
claims. No matter how restrictive section 408 might be made, such a possibility 
would continue to exist. However, means are available to dispose expeditiously 
of patently false or fraudulent claims before the court of claims under the rules 
of that court which provide for a summary judgment procedure. And to the 
extent that a claim of deprivation of private property is not patently false or 
fraudulent it seems essential that the court itself be the arbiter of its validity. 

We think it is relevant also to point out that as a practical matter the Czecho- 
slovak Government itself cannot well urge that the steel-mill equipment or its 
proceeds belongs to private Czechoslovak citizens. The commercial counselor of 
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the Czechoslovak Embassy in Washington is on record as having written to the 
Secretary of the Treasury on May 13, 1952, stating: “Investa A. S. is now the 
legal and beneficial owner of the equipment. Investa A. 8S. is a joint stock cor- 
poration, all of whose shares are owned by the Government of Czechoslovkia.” 
In this connection, there is enclosed herewith for the use of your committee a 
copy of excerpts from various statements in the files of the Treasury Department 
regarding the ownership of the steel-mill equipment which was blocked by the 
January 17, 1952, order of the Secretary of the Treasury. 

We understand that it has also been proposed that section 403 be amended to 
give actions thereunder a preference before the Court of Claims. It is believed 
that such an amendment would be quite desirable. Section 403 might appro- 
priately be amended by changing the period at the end of the first sentence of the 
section to a semicolon and inserting the following clause: ‘‘and any action so 
brought shall receive a preference over all actions which themselves are not 
given preference by statute.” 

We understand further that a proposal may be made to your committee that 
section 403 be amended in such fashion that it would direct that reserves be set 
up by the Treasury Department to provide for the payment of judgments arising 
out of litigation in the Court of Claims only when the Court of Claims has made 
an affirmative finding at some stage in the litigation that the claimant has a 
prima facie case. The Treasury Department would be strongly opposed to such 
an amendment. It is believed that the Government should be protected at all 
times after the commencement of litigation against the possibility of being unable 
to satisfy a valid judgment of the Court of Claims out of the proceeds of the 
steel-mill equipment. Failure to set up a reserve might render the United States 
liable to payment to a claimant after those proceeds had been exhausted. We 
believe, therefore, that reserves to take care of possible judgments should be es- 
tablished -whenever litigation is brought in the Court of Claims. The Treasury 
recognizes that the purpose behind this proposal is to avoid having significant 
portions of the steel mill proceeds tied up for long periods of time by protracted 
litigation brought by persons who do not have valid claims under section 403. 
We believe, however, that this purpose would be adequately achieved by the sum 
mary judgment procedure referred to above which provides a means for expe 
ditiously disposing of obviously false and fraudulent claims and by an amend- 
ment along the lines previously mentioned which would give a preference to 
litigation under section 403 on the calendar of the Court of Claims in order to 
achieve its expeditious handling. 

As we have stated, the Treasury Department favors the passage of the bill 
which is presently before your committee. This bill provides for an orderly 
method of affording some relief to American citizens whose property has been 
nationalized by Czechoslovakia. We believe that the bill is in line with similar 
legislation which has been passed to take care of the claims of Americans against 
other countries which have nationalized American property. Enactment of S. 
3557 would present no administrative problems to the Treasury. 

We hope that the committee will give favorable consideration to this proposed 
legislation. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Sincerely yours, 
(Signed) Laurence B. Rosrins, 
Acting Secretary of the Treasury. 


[17 F. R. 614 (January 19, 1952) ] 
NOTICES 
DEPARTMENT OF THE TREASURY, OFFICE OF THE SECRETARY 
ORDER BLOCKING STEEL MILI. BELONGING TO CZECHOSLOVAKIA OR NATIONALS THEREOP 
I, John W. Snyder, Secretary of the Treasury, (a) acting under and by virtue 
of the authority which the President of the United States has delegated to the 
Secretary of the Treasury by Executive Order No. 9193, which was issued by 


virtue of and pursuant to the authority vested in the President by the Constitu- 
tion, by the First War Powers Act, 1941, and by the Trading With the Enemy 
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Act of October 6, 1917, as amended, (b) finding that the property described 
herein is property subject to the jurisdiction of the United States in which a 
foreign county, namely, Czechoslovakia, or a national thereof has an interest, 
(c) do hereby issue the following order : 

(1) All of the following are prohibited except to the extent that they are li- 
censed herein or hereafter by the Secretary of the Treasury: The acquisition, 
holding, use, transfer, withdrawal, transportation, exportation of and any other 
dealing in the said property and the exercise of any right, power, or privilege 
with respect thereto and all transactions involving the said property. 

(2) Any unlicensed acquisition or transfer and any other unlicensed dealing 
in or exercise of any right, power or privilege with respect to the said property 
and any unlicensed transaction with regard thereto is null and void and shall 
not be the basis for the assertion or recognition of any interest in or right, 
remedy, power or privilege with respect to the said property and unless licensed 
by the Secretary of the Treasury any attachment, judgment, decree, lien, execu- 
tion, garnishment, or other judicial process is null and void with respect to the 
said property. 

(3) The property affected by this Order is as follows: 

Steel mill components and certain auxiliary equipment manufactured or pro- 
cured by the United Engineering and Foundry Company of Pittsburgh, Penn- 
sylvania, on the order of or for or on behalf of the Banska e mutni Spolecnost or 
Steel Works V. N. Molotov Corporation and/or other nationals of Czecho- 
slovakia and in connection with which powers and/or interests may reside in 
Investa Limited Heavy Engineering Products Import & Export Company and/or 
tillespie & Company of New York, Inc., and/or nationals of Czechoslovakia the 
components and auxiliary equipment or parts thereof being located at the fol- 
lowing depositories : 

American and Foreign Warehouse, Richmond Street, Philadelphia, Pennsyl- 
vania; Sperry Warehouse, Troy, New York; Burma Yard of the Pennsylvania 
Railroad, Philadelphia, Pennsylvania; and United Engineering and Foundry 
Company: Newcastle, Pennsylvania and Youngstown, Ohio. 

The said components and auxiliary equipment comprise: 


1—66’’ hot strip continuous 10 stand mill with 2 downcoilers, 1 sheet piler, and 
other equipment. 

1—64’’ wide 4 stand tandem cold mill for sheets and tin plate—electrical equip- 
ment of American manufacture. 

1—64’’ wide temper pass mill sheet mill—electrical equipment of American man- 
ufacture. 

1—48’’ temper pass tin plate mill—electrical equipment of American manufac- 
ture. 

1—44’’ wide electrolytic cleaning line including motor generator sets of Ameri- 
ean manufacture. 

1—80’’ 4 high mill for cross rolling sheets—no electrical equipment. 

1—38’’ wide tin plate shearing line—no electrical equipment. 

2—80’’ roll grinders including motors. 

Certain parts for 62’’ wide continuous pickler, including processing uncoiler, 

stitcher, dryer, flashwelder and electrical equipment for flashwelder only. 
Electrical equipment (for auxiliaries only) for 46’’ blooming mill. 


(4) American and Foreign Warehouse, Richmond Street, Philadelphia, Penn- 
sylvania : Sperry Warehouse, Troy, New York; Pennsylvania Railroad Company, 
Philadelphia, and United Engineering and Foundry Company are hereby licensed 
to perform all acts necessary and proper to the custody and physical safe-guard- 
ing of the said property. Any liens or other rights which but for the existence of 
this order the said American and Foreign Warehouse, Sperry Warehouse, Penn- 
sylvania Railroad Company, and United Engineering and Foundry Company 
would acquire by reason of law on, in or to the property by reason of acts per- 
formed in the custodianship and safe-guarding thereof are also hereby licensed. 

[SEAL] JOHN W. SNYDER, 

Secretary of the Treasury. 


[F. R. Doe, 52-847; Filed, Jan. 17, 1952; 5:08 p. m.] 


28428—58-——4 
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[F. R. Doc. 54-2119; Filed March 25, 1954| 
NOTICES 
DEPARTMENT OF THE TREASURY, OFFICE OF THE SECRETARY 


BLOCKED STEEL MILL EQUIPMENT BELONGING TO CZECHOSLOVAKIA OR 
NATIONALS THEREOF 


Order Directing Sale 


I, George M. Humphrey, Secretary of the Treasury, acting under and by 
virtue of the authority which the President of the United States has delegated to 
the Secretary of the Treasury by Executive Order No. 9193, which was issued by 
virtue of and pursuant to the authority vested in the President by the Constitu- 
tion. by the First War Powers Act of 1941, and by section 5 (b) of the Trading 
With the Enemy Act of 1917, as amended: 

(a) Hereby make the following findings about and with respect to certain 
steel mill components and equipment auxiliary thereto belonging to Czecho- 
slovakia or nationals thereof and blocked by an order of the Secretary of the 
Treasury, dated January 17, 1952, 17 F. R. 614: 

(1) The interests of the United States Government in protecting its unsatisfied 
claims and those of United States nationals against Czechoslovakia require that 
the said property or the proceeds of any sale thereof remain available for use in 
connection with the settlement of these claims. 

(2) The owners of the said property have not paid storage and other charges 
which have accrued thereon and failure to pay such charges has deprived the 
persons storing the said property of moneys properly due and owing to them. 
Although-the persons presently storing the property have liens thereon arising out 
of unpaid charges in connection with the property, the interests of the United 
States Government, of the owners of the property, and of such other persons as 
may have an interest therein would not be best served by uncoordinated sales of 
various portions of the property to satisfy such liens. Uneoordinated sales would 
not be conducive to bids by persons desirous of acquiring the blocked property 
as an entirety or integral components thereof and such sales would probably 
result in smaller proceeds than those which could be expected from a coordinated 
sale. 

(3) Before being placed in storage, the property was not packed in contempla- 
tion of long-term storage and the owners of the property have not taken steps 
to insure its physical maintenance. Accordingly, the property is likely to deteri- 
orate under continued storage. 

(4) The continued accumulation of liens against the property and its possible 
deterioration will decrease the value of the property contrary to the interest of 
the United States Government in protecting its claims and those of American 
nationals against Czechoslovakia. 

(5) The interests of the United States require that the property be sold and 
that the proceeds thereof remain available for use in connection with the set- 
tlement of United States claims against Czechoslovakia. 

(6) The Czechoslovak authorities have not sold, indicated a willingness to sell, 
or permitted the sale of the property under terms and conditions which would 
allow the proceeds received therefrom to remain available for use in connection 
with the settlement of United States claims against Czechoslovakia. 

(b) Hereby order Laurence B. Robbins, hereinafter referred to as the Receiver, 
to take the following action with respect to the property blocked by the order 
of January 17, 1952. 

(1) The Receiver shall receive sealed bids for the sale of the blocked property. 
Such bids, which shall be opened on April 28, 1954, unless the Receiver shall 
specify a later date, shall be subject to the terms and conditions of this order 
and such other terms and conditions as may be established by the Receiver. 

(2) The Receiver shall promptly transmit a copy of this order to all per- 
sons on whose account any of the blocked property is stored and to all persons 
believed by him to claim an interest in the property. The Receiver shall 
promptly make public advertisement of the sale and invite bids for the purchase 
of the blocked property. He shall also make available a prospectus relating 
to the blocked property. 

(3) The Receiver shall receive bids for : 

Lot I—AI1 of the property included in Lots IIT through XT below, as a unit. 

Lot II—AlIl of the property included in Lots III through X below, as a unit. 


CZECHOSLOVAKIAN CLAIMS FUND 23 


Lot III—A 66’’ 10-Stand Continuous Hot Strip Mill with flying shear, 2 down 
coilers, coil conveyors, sheet piler, and auxiliary motors and controls, but ex- 
cluding slab reheating furnaces and furnace charging equipment, skids and 
bumpers, and main drive motors, controls and high voltage switchgear. 

Lot 1V—Certain parts for a 62’’ Continuous Strip Pickler, including processing 
uncoiler, flash welder and trimmer, stitcher, hot air dryer and electrical equip- 
ment for flash welder only, but excluding motors and controls. 

Lot V—A 21’ & 58’ x 64’’ 4+-High 4-Stand Tandem Cold Strip Mill for sheets 
and tin plate, including complete main drive and auxiliary motors and controls 
but excluding high voltage switch gear. 

Lot VI—A 44’’ Electrolytic Clearing Line with Motor Generator Sets and Con- 
trols but excluding tanks, hoods, exhaust duct system, main drive motors and 
controls, and auxiliary motors and controls. 

Lot VII—A 21’’ & 58” x 64’’ 4-High Single Stand Skin Pass Mill for sheet 
stock in coils, including complete main drive and auxiliary drive motors and 
controls but excluding high voltage switchgear. 

Lot VITI—A 18’’ & 53’’ x 48”’ 4-High Single Stand Skin Pass Mill for tin plate, 
including complete main drive and auxiliary drive motors and controls but 
excluding high voltage switchgear. 

Lot IX—A 38’’ Drum Type Tin Plate Flying Shear Line, including classifier 
with magnets, counters and pinhole detector, but excluding all motors and 
controls. 

Lot X—A 16%4"’ & 58’’ x 80’’ 4-High Cold Sheet Mill, including entry and deliv- 
ery conveyors, leveller, oiling machine, pilers, but excluding all electrical 
equipment. 

Lot XI—Electrical equipment for a 46’’ Blooming Mill, comprising auxiliary 
motors, auxiliary motor generators and controls only. 


A more complete description of each of the above components will be found in 
the prospectus. Drawings are not included in the property to be sold since they 
are not available to the Receiver. 

(4) The Receiver shall receive bids for the blocked property subject to the 
following terms and conditions: 

(i) No bid shall be accepted unless it receives the approval of the Secretary 
of the Treasury, who reserves the right to reject any or all bids for the blocked 
property and to waive any defects in any bid. 

(ii) Each bidder, in a form satisfactory to the Receiver, shall furnish a 
deposit with his bid in the amount of five percent thereof. Each bidder shall 
agree that his bid shall not be withdrawn within twenty calendar days after 
the opening of the bids and that his bid will during that time remain firm and 
irrevocable. 

(iii) Each bidder shall state whether he is acting as agent or principal, and 
if as agent, shall fully disclose the principal. Each bidder bidding on of a 
corporation or other principal shall furnish satisfactory proof of his authority 
to bid. 

(iv) Any bidder who is acting on behalf of a foreign principal or who is 
bidding with the intention of exporting some or all of the property may specifi- 
eally condition his bid on his being able to obtain an export license with respect 
to the property involved. Any such condition must appear in the sealed bid and 
shall state the country to which exportation will be made if the bid is accepted 
and the export license granted. 

(5) After any bid has been accepted, the Receiver shall notify the successful 
hidder and demand that he tender the balance of the purchase price within ten 
days. Upon receipt of the amount demanded, the Receiver shall execute a 
bill of sale transferring the property to the purchaser subject to existing liens. 
Any such bill of sale shall state that it is executed under authority of this order 
and section 5 (b) of the Trading With the Enemy Act, as amended, which pro- 
vides in part that: “the President may, through any agency that he may desig- 
nate, * * * direct and compel, nullify, void, prevent or prohibit any acquisition, 
holding, withholding, use, transfer, withdrawal, transportation, importation or 
exportation of, or dealing in, or exercising any right, power, or privilege with 
respect to * * * any property in which any foreign country or a national 
thereof has any interest, by any person, or with respect to any property, subject 
to the jurisdiction of the United States * * *.” 

(6) Immediately upon receipt of payment the Receiver shall order and direct 
each person having possession of property covered by the bills of sale to hold 
said property, subject to existing liens, for the disposition of the purchasers set 
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forth thereon, pointing out in each such order that section 5 (b) of the Trading 
With the Enemy Act, as amended, provides in part that: “no person shall be 
held liable in any court for or in respect to anything done or omitted in good 
faith in connection with the administration of, or in pursuance of and in reli- 
ance, on, this subdivision, or any rule, regulation, instruction, or direction 
issued hereunder.” 

(7) From the proceeds of the sale the Receiver shall pay or make reimburse- 
ment of all expenses of the sale which the Government may have incurred or 
paid. 

(8) The Receiver shall deposit the net proceeds, that is, any proceeds remain- 
ing after the payments specified above have been made, in a Federal Reserve 
Bank in the State in which the property sold had been stored, with the amount 
deposited in each such bank representing in the judgment of the Receiver the 
value of the property stored in such State that has been sold pursuant to this 
order. The amounts so deposited shall be placed in accounts denominated as 
being under the control of the Secretary of the Treasury for the benefit of the 
former owners of the property which has been sold and such other persons 
as may have had an interest therein. To the extent that any person or persons 
had an interest in any of the blocked property that is sold pursuant to this 
order, such interest shall exist in the net proceeds received for said property 
in any sale under this order: Provided, However, That the net proceeds shall 
be subject to all of the provisions of paragraphs (1) and (2) of the order of 
January 17, 1952, 17 F. R. 614, to the same extent that the property specified in 
that order was subject thereto: And further provided, That no portion of the 
net proceeds may be used to satisfy any claim which was secured by a lien 
against the property at the time of sale. To the extent that any of the blocked 
propertly afforded the courts of any State jurisdiction to adjudicate the rights 
of any person claiming an interest in the property, the net proceeds received 
for said property in any sale under this order shall be considered to afford the 
same basis for jurisdiction. 

[SEAL] G. M. HuMPHREY, 

Secretary of the Treasury. 


[F. R. Doc. 54-2118; Filed, Mar. 25, 1954; 8:45 a. m.] 


CERTAIN STEEI MILI COMPONENTS AND AUXILIARY EQUIPMENT BELONGING TO 
CZECHOSLOVAKIA OR NATIONALS THEREO! 


Notice of Sale 


Laurence B. Robbins, Receiver under an order of the Secretary of the Treas- 
ury, dated March 25, 1954, invites bids for the purchase of certain steel mill 
components and auxiliary equipment belonging to Czechoslovakia or nationals 
thereof and blocked by an order of the Secretary of the Treasury, dated January 
17, 1952, 17 F. R. 614. The property offered for sale and which is more fully 
described in a Prospectus is as follows: 

(a) A 66’’ 10-Stand Continuous Hot Strip Mill with flying shear, 2 down 
coilers, coil conveyors, sheet piler, and auxiliary motors and controls, but ex- 
cluding slab reheating furnaces and furnace charging equipment, skids and 
bumpers, and main drive motors, controls and high voltage switchgear. 

(b) Certain parts for a 62’’ Continuous Strip Pickler, including processing 
uncoiler, flash welder and trimmer, stitcher, hot air dryer and electrical equip- 
ment for flash welder only, but excluding motors and controls. 

(c) A 21’ & 53’’ x 64’ 4-High 4-Stand Tandem Cold Strip Mill for sheets 
and tin plate, including complete main drive and auxiliary motors and controls 
but excluding high voltage switchgear. 

(d) A 44’’ Electrolytic Cleaning Line with Motor Generator Sets and Controls 
but excluding tanks, hoods, exhaust duct system, main drive motors and controls, 
and auxiliary motors and controls. 

(e) A 21’’ & 53’’ x 64’’ 4-High Single Stand Skin Pass Mill for sheet stock 
in coils, including complete main drive and auxiliary drive motors and controls 
but excluding high voltage switchgear. 

(f) A 18’ & 538’’ x 48’ 4-High Single Stand Skin Pass Mill for tin plate, 
including complete main drive and auxiliary drive motors and controls but 
excluding high voltage switchgear. 
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(g) A 38’. Drum Type Tin Plate Flying Shear Line, including classifier 
with magnets, counters and pinhole detector, but excluding all motors and 
controls. 

(h) A 1616" & 53”’ x 80’’ 4-High Cold Sheet Mill, including entry and delivery 
conveyors, leveller, oiling machine, pilers, but excluding all electrical equipment. 

(i) Electrical equipment for a 46’’ Blooming Mill, comprising auxiliary motors, 
auxiliary motor generators and controls only. 

Drawings will not be furnished and are not for sale by the Receiver. 

Bids will be received for the above property as a whole, or for items (a) 
through (h) as a unit, or for any or all of the items as separate units. All bids 
should be made in accordance with and subject to the terms and conditions set 
forth in the order of March 25, 1954, and the Statement of Terms and Condi- 
tions of Sale. The property if offered for sale subject to existing liens which are 
described in the Prospectus. 

All bids must be received by the Receiver on or before 11:00 a. m., April 28, 
1954, at which time bids will be publicly opened in Room 4121, Treasury De- 
partment, Washington 25, D. C. The Secretary of the Treasury reserves the 
right to reject any or all bids for the blocked property and to waive any defects 
in any bid. 

The property to be sold is stored on the premises of (1) United Engineering 
and Foundry Company at New Castle, Pennsylvania, and Youngstown, Ohio, 
(2) the Pennsylvania Railroad Company at Philadelphia, Pennsylvania, (3) 
General Public Warehouse Company, Inc., at Philadelphia, Pennsylvania, and 
(4) Sperry Warehouses, Inc., at Troy, New York. Arrangements to inspect 
the property or parts thereof may be nade upon request with the above firms. 
Any such inspection shall be at the expense of the person desiring the inspection 
and must take place in the presence of an officer, employee or agent of the firm 
having custody of the property inspected. 

Copies of the orders of the Secretary of the Treasury referred to above, the 
Statement of Terms and Conditions of Sale, the Form of Bid and Affidavit, and 
thhe Prospectus describing the property offered for sale are available free of 
charge on application. Copies of a packing list of the property offered for sale 
are available at a cost of 85.00 each. Checks should be drawn payable to the 
Treasurer of the United States. Application for the foregoing documents may 
be made to the Receiver, in case of Foreign Assets Control, Treasury Depart 


meut, Washington 25, D. C.. at whose offices the packing list is also available for 
inspection free of charge 
[SEAL | LAURENCE B. Rospins, Receiver. 
r. R. Do 44-2119; Filed, Mar. 25, 1954; 8: 46 a. m.] 


Excerpts FROM VARIOUS STATEMENTS REGARDING THE OWNERSHIP OF THE STEEI 
MILL EQUIPMENT WHICH WaAs BLOCKED BY THE JANUARY 17, 1952, ORDER 01 
PHE SECRETARY OF THE TREASURY 

A. Excerpts from a letter of November 19, 1951, from United Engineering « 

Foundry Co., Pittsburgh, Pa., to the National Production Authority, Wash 
ington, D.C. 

“On October 20, 1947, United entered into a contract with the Mining & Iron 
Works Co., National Corporation, of Czechoslovakia for the supply of certain 
facilities of a hot and cold strip mill and tinplate plant and the supply of 
engineering data to enable the purchaser to supplement the facilities furnished 
and to build other facilities ancillary to the plant. The contract included the 
provision of certain electrical equipment, * * * 

+ * * * v * * 

“The Mining & Iron Works Co., National Corporation (known as Banska) is 
an operating company, and the purchaser of the equipment. We are informed 
that this company is still the active party to our contract. The contract was 
signed for Banska by two representatives of Czechoslovak Metallurgical Works, 
a management company, authorized to act for Banska. 

“An export license for the equipment was denied, and consequently it was 
shipped into storage by United. The conditions of this storage are covered by 
the contract and the settlement modification to the agreement, dated June 19. 
1951. * * * The equipment was delivered into storage over the period June 1949 
to July 1950. The various repositories are the Sperry warehouse at Troy, N. Y., 
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the American and foreign warehouse, and the Burma yards of the Pennsylavnia 
Railroad, both at Philadelphia, Pa., and United's plants at New Castle, Pa., and 
Youngstown, Ohio. The storage arrangements are considered unstable and 
afford protection consistent with the service requirements of the equipment, 
The unpaid balance of the amounts due on the equipment is $384,286.33, of which 
$12,000 is due on November 27, 1951, and the balance on December 27, 1951. At 
that time, United intends to relieve itself of such responsibility as it has for the 
equipment, Banksa having agreed to assume all responsibility for it and its 
storage. 

“Early in August 1950, the resident representative for Banska began explora- 
tory conversatiosn with the officers of United regarding the sale of the equipment 
and asked whether United would be available for cooperation in such an 
effort * * * 

* * * % * % * 

“In November 1950, a Mr. Ralph Foerster, representative of Civitas Trading 
Corp., Ltd. of London, accredited representative of Oost West Sindicaat of 
Amsterdam, arrived in Pittsburgh, authorized to negotiate the sale of the equip- 
ment by Kovo of Czechoslovakia. We understand that wide and intensive effort 
to dispose of the equipment was made by Mr. Foerster. 

* * ts * * * * 


“We are lately informed that Investa, Ltd. of Czechoslovakia, a division of 
Kovo, having been authorized by Banska to dispose of the equipment, have in 
turn authorized Gillespie & Co. of New York to negotiate for its sale. * * *” 


B. Excerpts from a letter of December 22, 1951, from Zelezarny V. M. Molotova, 
Narodni Podnik, and Investa Limited Heavy Engineering Products Import 
é& Export Co. to United Engineering & Foundry Co. 

“We beg to inform you hereby that we, the undersigned, Zelezarny V. M. Molo- 
tova, Narodni Podnik/The Steel Works V. M. Molotoy, National Corporation/ 
in Trinec, Czechoslovakia, have duly and irrevocably sold on December 20, 1951, 
in the undersigned Investa Limited Heavy Engineering Products Import & 
Export Co. in Prague, Czechoslovakia, the whole equipment of t!e hot and cold 
strip mills purchased by our company under its former name Banska and Hutni 
Spolecnost, Narodni Podnik from your company according to the agreement 
dated October 20, 1947, and the amendments thereto and Investa, Ltd., pur- 
chased on December 20, 1951, said equipment from us. 

“Investa Ltd. thus became full owner of the said equipment with unencum- 
bered title to it and assumed the exclusive right to dispose of same equipment 
as from December 20, 1951. 

“We the undersigned Investa Ltd. confirm hereby the above statement and 
beg to inform you that we have authorized Messrs. Dr. Karel Vladimir Svec 
and Frantisek Schlegl, Czechoslovak citizens, known to you already, jointly to 
negotiate in our name and on our behalf further sales of the above equipment, 
to arrange for storage, insurance, etc., of the said equipment and to represent 
us in all matters connected with the disposal of this equipment stored on the 
territory of the United States of America with the only exception of final sales 
contracts the approval of which being reserved to our head office, Praha, 
Vaclavske nam. 56, Czechoslovakia. 

“A formal certified power of attorney will be sent to the above representatives 
in due course. 

“Informing you of the above-concluded sale we ask you kindly to take notice 
of it and to refer in all matters regarding the above equipment from now on 
exclusively to its new owner, Messrs. Investa Ltd. and its authorized repre- 
sentatives Messrs. Svee and Schlegl.” 


C. Excerpts from a letter of May 13, 1952, from Karel V. Svee (commercial 
counselor of the Czechoslovak Embassy in Washington) and Frantisek 
Schlegl to the Secretary of the Treasury 

“1. Under date of October 20, 1947, the Banska A Hutni Spolecnost, Narodni 

Podnik, of Czechoslovakia (hereinafter referred to as Banska) entered into 

an agreement with the United Engineering & Foundry Co., of Pittsburgh, Pa., 

(hereinafter referred to as United) for the manufacture by the latter of steel 

mill components and auxiliary equipment (hereinafter referred to as the equip- 

ment). Banska intended to export the equipment to Czechoslovakia for use 

there. Banska, the name of which has been changed to Zelezarny V. M. 

Molotova, Narodni Podnik (Steelworks V. M. Molotov, National Corporation, 
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hereinafter referred to as Steelworks), is a Czechoslovakian public corporation 
and a national of Czechoslovakia. No national of any country other than 
Czechoslovakia has any interest, direct or indirect, in Steelworks. 

“2. United completed the fabrication of the equipment and pursuant to the 
aforesaid agreement delivered said equipment to Steelworks. Steelworks be- 
came the legal and beneficial owner of said equipment. 

“3. Under date of December 20, 1951, Steelworks assigned, transferred and 
conveyed the equipment to Investa A. 8. of Czechoslovakia. Investa A. 8. is 
now the lega} and beneficial owner of the equipment. Investa A. 8. is a joint 
stock corporation, all of whose shares are owned by the Government of Czecho- 
slovakia. No national of any country other than Czechoslovakia has any 
interest, direct or indirect, in Investa A. 8.” 


D. Excerpts from amended complaint in Otto Augstein vy. Banska a Hutni 
A. S.et al. (N.Y. Supt. Ct., March 27, 1953) 

[Plaintiff alleges that:] 

“Banska a Hutni Akciova Spolecnost, also known as Banska & Hutni Co., 
Inc., and as Banska and Hutni, Ltd., was a foreign corporation organized and 
existing under the laws of Czechoslovakia. 

“* * * [this company] was engaged in Czchoslovakia, in the manufacture 
and sale of iron and steel machinery, armaments, equipment and other products, 
and had its principal office for the transaction of such business at Prague, 
Ceechoslovakia. 

* * * * * * * 

“* * * [the company] was nationalized by decree of Czechoslovakia and its 
nume changed to Banska a Hutni Akciova Spolecnost, Narodni Podnik, its 
equivalent in English being Banska and Hutni Co., national enterprise or na- 
tional corporation, and also Banska & Hutni, Ltd., national enterprise or na 
tional corporation. 

“* * * [the company] entered into a contract with the United Engineering & 
Foundry Co., of Pittsburgh, Pa., for the construction and purchase of a roiling 
steel mill and that the funds used to pay for the construction and purchase 
of said rolling steel mill were the funds and credits of the aforesaid defendant. 

“* * * thereafter the named of * * * Banska a Hutni Akciova Spolecnost, 
Narodni Podnik, was changed to Zelezarny ‘V. M. Molotov’ Narodni Podnik: 
also known as the Steel Works ‘V. M. Molotov’ national enterprise, or national 
corporation, * * * 

a * 4 * + SS * 

“* * * TInvesta Ltd. Heavy Engineering Products Import & Export Co., was 
and now is * * * either a national corporation organized and existing under 
and by virtue of the laws of Czechoslovakia, or a national enterprise or an un 
incorporated entity created and existing by the laws of Czechoslovakia. * * *” 

[Banska allegedly transferred the steel mill equipment to Investa by means 
of a transfer which] “is null and void in that it was made without con- 
sideration, in violation and in fraud of the rights of the other stockholders and 
creditors of ‘Banska,’ and that said defendant ‘Investa’ took and received said 
assets with notice and knowledge of the rights of * * * stockholders and 
creditors of defendant ‘Banska’.” 


BE. Recerpts from affidavits in support of motions by defendants in Otto Aug- 
stein Vv. Banska a Hutni A. 8. et al. (N.Y. Sup. Ct., May 28, 1953) 

“The words ‘Banska a Hutni Spolecnost, Akciova Spolecnost’ when trans- 
lated into English are approximately equivalent to ‘The Mining & Ironworks 
Co., Ine.’ For convenience of reference, I shall hereafter refer to it as Old 
Corporation. 

“Old Corporation was incorporated under the laws of the Republic of Czecho- 
slovakia prior to 1938. Its mines and iron works and corporate offices were 
located at or near Trinee in Czechoslovakia. 

After the occupation of Czechoslovakia by the Nazi German Government in 
the spring of 1938 it will be recalled that Germany gave a portion of C’echo 
slovak territory to Poland. That territory so given included the terry tory 
in which Old Corporation and its property were located. 

“The Czechoslovak Old Corporation was thereupon transformed into a Polish 
corporation, which was organized and existed under the laws of the Republic 
of Poland. The corporate share capital of the transformed company was altered 
and increased. Its corporate name was changed into a Polish form. 
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“Thereafter and in the autumn of the year 1939, Nazi Germany attacked and 
conquered Poland and took over the territory in question together with the assets 
of Old Corporation and its corporate offices and records. The transformed Polish 
company was then again changed, this time by the Nazis, into a corporation 
which was organized and existed under the laws of Germany. Once again its 
corporate shares were increased, altered and transformed. Its corporate name 
was also changed into a German form. 

“Prior to the German conquest the corporate share capital of Old Corporation 
had been valued at 375 million Czechoslovak crowns. ‘The Nazis increased the 
corporate share capital of Old Corporation to 1,250 million Czechoslovak crowns, 
and Old Corporation, thus nazified and subject to German law, was also com 
pelled to adopt a corporate resolution providing that the then outstanding stock 
certificates had to be submitted to the corporation in order to be exchanged for 
new stock certificates expressed in reichsmarks. It was further provided that if 
any of the former share certificates were not presented for such exchange, within 
a certain defined time set up by the said resolution, such share certificates would 
be deemed forfeited. 

“T have no information at present as to whether or not the plaintiff, assuming, 
arguendo, that he had any valid stock certificates at that time, presented such 
certificates for such exchange, and I call upon him to state the facts. If not, his 
rights (if any) were forfeited at that time by the acts of the German Govern- 
ment of paramount force which then dominated the Old Corporation. 

“As is also well known, the independence of the Czechoslovak Republic was 
subsequently reestablished in the spring of 1945. In an attempt to straighten 
out the tangled affairs of the Old Corporation, which at that time was technically 
a German corporation, it was put in the hands of an administrator on June 6, 1945, 
under the provisions of Czechoslovak law. I am informed that the functions of 
such an administrator of former German property under the Czechoslovak laws 
and under such circumstances are closely analogous to the functions of the Alien 
Property Custodian under the comparable American law. 

“The Czechoslovak laws also provided methods by which those persons who 
were not former enemies, and who claimed to have owned stock in the Old Corpo- 
ration, might either present their claims to the administrator or else have their 


‘ 


claims determined under other provisions of the Czechoslovak laws. 






“T now turn to a further statement of the business affairs of the Old Corpora 
tion. 
“It never had any funds, assets, credits, choses in action or other property, 


tangible or intangible, within the State of New York at any time. It does not 
now have any funds, assets, credits, choses in action or other property, tangible 
or intangible, within the State of New York at the present tine It never was 
entitled to, and it is not now entitled to any funds, assets, credits, choses in action 
or other property, tangible or intangible, located within the State of New York 

“At no time did it ever transact any business of any kind within the State of 
New York, and it never had any corporate offices, officers, or directors within this 
State at any time. 

“Thus it never Was subject to the jurisdiction of this State or of its courts at 
any time or in any way. 

“As has been stated above, the Old Corporation ceased to do any business of 
any kind in any country after on or about June 6, 1945, when the administrator 
Was appointed. The said Old Corporation continues to exist technically, but only 
for the limited purpose of liquidating such lawful claims as may be presented to 
the administrator in accordance with the provisions of the laws of Czecho- 
slovakia , 

“The said Old Corporation has never had its name changed at any time (except, 
as aforesaid, by Polish and German paramount force and compulsion), and, par- 
ticularly, it has not changed its name in 1945 or at any subsequent date. It has 
no successor or successors, whether corporate or otherwise. 

“The contract referred to in paragraph 6 of the amended complaint, concerning 
a steel rolling mill, was signed on October 20, 1947, by and between other parties 
than this defendant, the Old Corporation, which was not a party to the said 
contract in any way, and which had ceased to transact any business more than 
214 years previous thereto. 

* Bg ~ * “* aK ~ 

“Zelezarny V. M. Molotova, Narodni Podnik, (which for the sake of convenience 
will be referred to hereinafter as ‘Zelezarny’) * * * is a Narodni Podnik, that is, 
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a national enterprise, created by and existing under the laws of the Republic 
of Czechoslovakia. A Narodni Podnik, or national enterprise, is not a corpora- 
tion * * * but a legal entity which has a personal or individual type of legal 
status. Zelezarny does not have any offices, representative individuals (like 
officials), or property within the United States of America * * *, 

a * * ok * cd * 


“Under the legislation of President Benes, in 1945, and the Constitution of the 
Czechoslovak Republic, Czechoslovakia has created a somewhat new type of 
statutory legal concept, the national enterprise. National enterprises are not 
corporations either in form or in substance. They do not have any stock, and they 
are independent legal personalities—unincorporated governmental agencies which 
are comparable in form to our Federal Housing Authority (Cf. 113 Fed. (2d) at 
p. 745). 

“Pursuant to the Benes legislation Zelezarny was duly formed as a national 
enterprise on March 23, 1946. It was not a successor to any other business 
entity, whetber of a similar or a different name. 

“At the time of its creation on March 28, 1946, it was called Banska a Hutni 
Spolecnost, Narodni Podnik, which means, in translation, ‘The Mining & Iron- 
works Co., national enterprise.’ 

“It did not have any stock nor any stockholders, and the plaintiff never held 
any stock in it. 

“Its capital and assets were provided by the Republic of Czechoslo- 
vakia * * *, 

“The partial similarity of a portion of the name of this new national enter- 
prise to the name of Old Corporation (Banska a Hutni Spolecnost, Akciova 
Spolecnost) should not be allowed to create needless confusion, particularly so 
since the words ‘mining,’ ‘ironworks, and ‘company’ are not really names at 
all but merely ordinary words of generic meaning. In any event the name of 
the national enterprise was lawfully changed to Zelezarny on or about March 
80, 1990, about 3 years before the present litigation was begun, and thus prior 
to uny time which is material in that respect. 

“On October 20, 1947, Zelezarny entered into the agreement for the manu 
facture at Pittsburgh, Pa. (and the purchase) of the steel rolling mill referred 
to in paragraph 6 of the amended complaint. 

“This steel mill was the only property which this defendant ever had in the 
United States. 

“In payment for the purchased steel mill this defendant used only its own 
funds, and, if the ultimate sources of its own funds are the subject of interest, 
Zelezarny acquired them in part mediately from its prior business activities, 
and in part originally from the Republic of Czechoslovakia. 

“On December 20, 1951, at the city of Prague in the Republic of Czecho- 
slovakia, by a bill of sale in writing, this defendant sold the said rolling mill 
to the third defendant here'n, Investa, Ltd., for a very substantial sum of 
money. I am advised by associate counsel in Czechoslovakia that the said 
very substantial sum of money constituted a good, valid, binding, and lawful 
consideration under and pursuant to the laws of Czechoslovakia. 

“When this sale was made Zelezarny had no purpose to defraud the plaintiff, 
or any other third parties, of any alleged rights which he or they may have 
‘laimed, and, very particularly, the sale was made by Zelezarny without having 
received any prior notice or claim from the plaintiff, and without knowledge of 
the alleged rights, if any—indeed, without knowledge of the very existence—of 
the plaintiff or of any other third parties.” 


Mr. Rarns. If there are any questions, either Mr. Elting Arnold, 
Assistant. General Counsel of the Treasury Department, who is also 
here, or I will be happy to answer them. 

Mr. Hays of Arkansas. I have no questions. Unless my colleagues 
have questions, we thank you very much for appearing. 

Mr. Stanley D. Metzger, Assistant Legal Adviser for Economic Af- 
fairs, Department of State. 
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STATEMENT OF STANLEY D. METZGER, ASSISTANT LEGAL ADVISER 
FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Merzerer. Mr. Chairman, I am in the same position as the previ- 
ous witness. The Department has sent to the committee, dated July 8, 
a statement, which I would present at this time. This constitutes the 
Department of State’s comments with respect to the bill. This is a 
letter from Mr. William Macomber, the Assistant Secretary for Con- 
gressional Relations of the State Department, to the committee. 

Mr. Hays of Arkansas. You may proceed. 

Mr. Merzcer (reading) : 


Dear Dr. MorGan: The Department of State appreciates the opportunity 
offered by the Foreign Affairs Committee to comment on H. R. 11840 (8S. 3557), 
the Czechoslovak claims bills. 

We understand that the Foreign Claims Commission and the Treasury De- 
partment have been asked to comment on aspects of the legislation of particular 
concern to them. The purpose of this communication is to provide for the com- 
mittee a brief background of the history of United States negotiations with 
Czechoslovakia on nationalization claims. 

Since 1945, Czechoslovakia has, by a series of laws and decrees, nationalized 
or otherwise taken virtually all private property, including American, in 
Czechoslovakia. Intensification of this process occurred after the Communist 
coup in 1948. The Department of State and Embassy Prague have, beginning 
in 1945, made repeated efforts to obtain compensation for Americans whose 
interests have been affected by the nationalization measures. 

In 1946, upon the occasion of the release of Czechoslovak assets which were 
blocked in the United States during the war to protect them from enemy seizure, 
the Czechoslovak Government gave assurances that compensation would be 
paid to American nationals whose interests would be nationalized. In 1947, the 
(zechoslovak Government established an office in the Ministry of Finance for 
the conduct of individual negotiations with the claimants. These direct ne- 
gotiations failed to result in the payment of compensation because of the refusal 
of the Czechoslovak Cabinet to approve the tentative settlements worked out 
between the Ministry of Finance and the individual claimants. 

In 1948, agreement was reached between the Embassy and the Czechoslovak 
Foreign Office that the most expeditious manner of settling the problem would 
be by means of an intergovernmental lump-sum settlement. The Czechoslovaks 
indicated that they would be willing to send a delegation to Washington for 
such negotiations and negotiations commenced in Washington in April 1949. 
Little progress was made, and the Czechoslovaks finally proposed in May 1949, 
that they return to Prague for further examination of facts and for consulta- 
tion with their Government. The understanding at the time was that negotia- 
tions would be resumed in September 1949. However, despite a number of re- 
quests by this Government, the talks were not resumed until 1955. During the 
intervening period in furtherance of our policy objectives, the Department of 
Commerce prohibited the exportation of certain Czechoslovak Government- 
owned steel mill equipment located in the United States, and the Treasury De- 
partment blocked all dealings in this equipment and later directed its sale which 
realized the sum of $9 million. The net proceeds of this sale remain blocked 
under the control of the Secretary of the Treasury. 

Since November 1955, our Embassy in Prague has been holding talks with the 
Czechoslovak Ministry of Foreign Affairs with a view to obtaining a negotiated 
settlement of the claims of United States nationals against Czechoslovakia. In 
the early stages of these negotiations, the Department of State believed that it 
might be possible to negotiate a reasonable settlement of the claims of United 
States nationals against Czechoslovakia as well as other outstanding economic 
issues between the two countries. At the present time, however, the Department 
of State is unable to predict what the outcome of the negotiations will be. In 
view of the lengthy efforts to achieve a settlement, and the fact that claimants 
have been afforded no relief over this period, the Department of State under- 
stands the desire to provide relief, as this bill does, to claimants who have so 
long awaited redress for their injuries 

Nonetheless, provisions in both the Senate and House bills provide for a 1-year 
delay in disposing of the proceeds of the sale of the steel mill equipment during 
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which the Government of Czechoslovakia is afforded an opportunity to reach 
a settlement of the claims of United States nationals. During this period, the 
Department of State proposes to continue its efforts to obtain an agreed settle- 
ment with the Government of Czechoslovakia. However, since the hearings 
held on June 19, 1958, on Senate bill 3557, the Czechoslovak Government has in- 
dicated that passage of this bill would adversely affect the economic negotiations 
now going on, stating that the Czechoslovak Government would not be disposed 
to negotiate under what it considers to be “pressure.” 

The Department of State further understands that some question has been 
raised about the status of creditor claimants under this bill. Section 404 of 
S. 3557 directs the Commission to determine the validity and amount of claims 
by nationals of the United States against the Government of Czechoslovakia 
“for losses resulting from the nationalization or other taking of property * * *, 
subject * * * to the terms and conditions of an applicable claims agreement, if 
any, concluded between the Governments of the United States and Czechoslovakia 
within 1 year following the date of enactment of this title.” This section does 
not direct payment of creditors claims of American nationals against the Govern- 
ment of Czechoslovakia. The United States Government, in its negotiations with 
the Government of Czechoslovakia, has been seeking a lump-sum compensation 
settlement for the nationalization or other takings by that Government of 
American-owned property, not for creditors claims. This is consistent with the 
United States practice in the past, such as in the case of Yugoslavia. While, of 
course, the Congress could direct payment of creditors claims out of the proceeds 
of sale of the steel mill, the Department wishes to point out the basis upon which 
the Department has been negotiating with Czechoslovakia, and that any such 
payments to creditors out of the limited fund would result in a diminution of 
recovery to the nationalization claimants. 

Sincerely yours, 
WILLIAM B. MACOMBER, 
Assistant Secretary 
(For the Secretary of State). 


_ Mr. Hays of Arkansas. Mr. Edward L. Merrigan, attorney, Wash- 
ington, D. C. 


STATEMENT OF EDWARD L. MERRIGAN, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


Mr. Merrigan. Thank you very much for permitting me to be here 
today. 

Mr. Chairman, I appear here today as counsel to American claimants 
whose properties in Czechoslovakia were taken and confiscated by the 
Czech Government after World War II. These American properties 
were taken without 1 cent of compensation more than 10 years ago. 
Since that time, the United States citizens involved have been begging 
the United States Government, year after year, to make arrangements 
for at least some form of partial compensation. Each year over this 
long period, our State Department has advised these citizens that their 
losses were “unfortunate ;” that the State Department could do nothing 
more than try to negotiate a settlement with the Communist bosses of 
Czechoslovakia. 

In 1952, the Communists tried to export from this country, or dis- 
pose of, an entire steel mill which certain Czech corporations had pur- 
chased here. They tried to do this at a time when they were simulta- 
neously refusing even to negotiate with reference to settlement of the 
American losses. Our Treasury Department stepped in and issued an 
order prohibiting the sale or other disposition of these Czech assets. 
These Communist assets were valued at $16 million. 

The State Department continued to try to settle the American claims 
question with the Communists. The Communists continued to pro- 
crastinate and refuse to settle. 
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Finally, on March 25, 1954, the Secretary of the Treasury directed 
that the Communist steel-mill equipment be sold. The release by 
Treasury announcing the sale contained this statement: 

Funds realized from the sale will be deposited in banks in the United States 
for the account of Czechoslovak owners of the property but these amounts will 
remain blocked pending consideration of American claims against Czechoslovakia. 

The steel-mill equipment was thereupon advertised for sale, and sold 
to the high bidder for $9 million. The $9 million was blocked by 
Treasury “pending consideration of the American claims against 
Czechoslovakia.” 

By this time, the Americans, from whom the Communists had taken 
property, had waited 8 to 9 years for even a hope of relief. 

It was at this point, Mr. Chairman, that Congressman Younger of 
California introduced a bill in the House to establish a Czecho- 
slovak claims fund for the payment of American claims out of the 
$9 million blocked by the Treasury Department. Speaking on behalf 
of the suffering American claimants, Mr. Chairman, I want to ex- 
press to Congressman Younger, and in turn to your committee, which 
is now acting on this program a profound vote of deep and everlasting 
appreciation. Congressman Younger fortunately had the foresight 
to see the fair and just solution to this problem long before many 
others. His plan, embodied in the bill before your committee, pro- 
vides for payment of the American claims without the necessity of an) 
appropriation by the United States Government. Yet, in line with a 
forward-thinking foreign policy, it is provided that the $9 million 
would not fin: illy be taken for this purpose unless and until the Com 
munists persis sted in their refusal, over an additional, reasonable period 
of time, to make a voluntary settlement for the American properties 
they expropriated. This polic: vy was 100 percent American, and in the 
very best interests of the United States, and it is one, I believe, which 
will make the Communists understand that while we are a patient and 
fair people, they cannot seek to make fools of the United States and its 
citizens forever. 

As the testimony here has demonstrated, Mr. Chairman, the ad- 
ministration considered the idea contained in Congressman Younger’s 
bill, and, after thorough study, came up with the proposal now em- 
bodied in the bill before this committee today. The American claim- 
ants involved wholeheartedly approve of the basic plan of compensa- 
tion established in this bill, and they urge your committee to adopt 
this plan without any reservations whatsoever. The program, after 
12 years, affords the maximum relief presently available to the Amer- 
icans whose properties were confiscated by the Communists. This 
relief is made possible without a penny of cost to the American =~ 
payers, and without the necessity of any appropriation. And, 
indicated above, the plan treats the Communists fairly and justly, | in 
that it affords them 1 more full year to negotiate a voluntary final 
settlement with our Department of State. Under the circumstances, 
nothing could be more reasonable or in line with our basic concepts of 
justice. 

While the basic plan contained in this bill is wholly acceptable, 
there are a few minor amendments required in the bill, as drafted 
by the administration, in order to guarantee accomplishment of the 
basic purposes of the program. On behalf of the American claimants 
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I represent, I urge your committee to consider and adopt the follow- 
ing provisions: 
SECTION 401, DEFINITIONS 


In order to avoid any future confusion in the administration of the 
fund, and Commission adjudications thereunder, it would be par- 
ticularly helpful if the administration would set forth, specifically, 
the full applicable definitions in this section, and not simply by ref- 
erence to some other sections of the law. This was done in S. 3557 
on the Senate side, with full administration support. 


SECTION 403. SUITS IN THE COURT OF CLAIMS 


_ ‘This section provides that any person who believes that the estab- 
lishment of the $9 million fund deprives him “of private property 
without just compensation” in violation of his constitutional rights, 
can bring a suit in the Court of Claims to have his rights adjudicated. 
The mere bringing of such a suit requires the Treasury Department 
to set aside all or part of the $9 million fund in a reserve account, 
pending the outcome of the litigation. Litigations of this kind in the 
Federal courts often last 5 to 8 years. 

The American claimants here involved have already waited 12 
years or more for even a hope of relief. Normal adjudication pro- 
cedures before the Commission will consume another 2-3 years, ex- 
tending the total period to 15 years under the best possible circum- 
stances. Thus, we feel that it is only fair and just to propose— 

(a) that any suit brought by any person under section 403 
should receive a preference on the calendar of the Court of 
Claims, so that said court can determine, without delay, whether 
the suit presents an actionable violation of the constitutional 
rights; and 

(6) that only after the court has made the last-mentioned 
determination, should any portion of the $9 million fund be set 
aside and tied up in reserve accounts. 

These two provisions would prevent dilatory litigations, possessing 
little foundations in law or in fact, from tying up all or large por- 
tions of the claims fund for long periods of time. They would also 
prompt litigants in such cases to speed the cases to a final conclusion 
so as to gain the desired result—that is, reservation of a portion of the 
$9 million fund. 

It is also our sincere belief that section 403, in line with the admin- 
istration’s obvious intention, be tightened to prevent the Communist 
Government of Czechoslovakia, or any person or entity subject to its 
control, from bringing a “sham” suit, grounded on an alleged viola- 
tion of constitutional rights, and thereby seek to defeat, by further 
procrastination and delay in the form of a dilatory lawsuit, the 
purposes of this act. In his letter of March 19, 1958, to the Speaker 
of the House, with which the bill was forwarded for consideration, 
Chairman Gillilland, of the Foreign Claims Settlement Commission 
stated : 

Since 1945, Czechoslovakia has, by a series of laws and decrees, nationalized 
or otherwise taken virtually all private property in Czechoslovakia, including 
property owned by American nationals. 
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Hence, before recommending the establishment of this fund, the 
administration apparently determined that all property in Czecho- 
slovakia is owned by the Communist state, and, therefore, there no 
longer exist any private properties or private property rights belong- 
ing to Czechoslovakia, or any Czech entity, which can possibly be 
violated by the enactment of this bill. For this re: son, Mr. Chairman, 
we have recommended to your committee that section 403 be tightened 
to plug, absolutely, any loophole through which the Communists can 
seek to defeat this program after the Congress enacts it. 


SECTION 404. COMMISSION’S DETERMINATION OF VALIDITY AND 
AMOUNT OF CLAIMS 


In its present form, section 404 provides for settlement— 
of claims by nationals of the United States against the Government of Czecho 
slovakia for losses resulting from nationalization or their taking of 
property * * * — 
and the Commission is empowered to adjudicate “the validity and 
amount of claims.” It is entirely unclear whether the claims to be 
adjudicated are limited to the Communist takings after World War 
II, or whether World War II takings and war-damage claims are 
also included. It is also unclear as to whether Americans with per- 
fectly valid claims will be limited to recovery of arbitrary amounts 
predicated upon Commission speculation, because the proposed bill 
contains nothing upon which the Commission can base proper valu- 
ation in cases where a factory, for example, was not directly managed 
or operated by the American claimant at the time of taking and, 
therefore, the American claimant has no exact figures available, as of 
the date of loss. Accordingly, the following amendment to section 
404 is sincerely proposed : 

Sec. 404. The Commission shall determine in accordance with applicable sub- 
stantive law, including international law, the validity and amount of claims by 
nationals of the United States against the Government of Czechoslovakia for 
losses resulting from the nationalization or other taking on and after January 
1, 1945, of property, including any rights or interests therein owned at the 
time by nationals of the United States, subject, however, to the terms and 
conditions of an applicable claims agreement, if any, concluded between the 
Governments of Czechoslovakia and the United States within one year following 
date of enactment of this title. In making its determination with respect to the 
validity and amount of claims and value of property, rights, or interests taken, 
the Commission is authorized to accept, and shall accept in proper cases, the 
fair or proved value of the said property, right, or interest as of a time when 
the property or business enterprise taken was last operated, used, managed, 01 
controlled by the national or nationals of the United States asserting the claim, 
irrespective of whether such date is prior to the actual date of nationalization 
or taking by the Government of Czechoslovakia. 

The Foreign Relations Committee of the Senate adopted both of 
these proposals, in essence, in 8. 3557. 

Before concluding, Mr. Chairman, I want to discuss, briefly, one 
other very serious problem which does not concern directly the Czecho- 
slovakian bill in the House, as presently written, but another matter 
of urgent importance to a small group of American citizens who will 
be irrevocably injured and damaged unless the Congress acts at this 
session to remedy and correct a very unfair and unjust situation un- 
der section 304 of title III of the International Claims Settlement 
Act of 1949, as presently written. The proposal was taken up in the 
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Senate, and some relief was afforded in S. 3557, but a large part of 
the problem still exists. 

This matter concerns persons who became citizens of the United 
States in 1944, 1945, and 1946. At the outbreak of the war, these per- 
sons resided in Italy. They were strongly opposed to Mussolini and 
Hitler, and, with the onset of war, they were forced to flee to the 
United States. Italy thereupon seized or was responsible for the 
destruction of their properties and belongings left behind. 

When the war ended, Italy established a program in Italy for the 
compensation of all Italian citizens whose properties had been taken 
or destroyed. This small group of Americans was not eligible for 
compensation under this program because they had given up their 
Italian citizenship to become American citizens, 

Then Italy entered into a treaty of peace with the United Nations. 
Many sorts of claims of the United Nations nationals were to be paid 
by Italy. But, the definition of “United Nations national” in the 
treaty, approved by Congress, limited compensable claims to those of 
individuals who were citizens of the United States on September 3, 
1943. Again, this small group of American citizens was excluded 
because, under the laws, their citizenship did not become effective un- 
til 1944, 1945 or 1946—many years after they actually came and lived 
in the United States. 

Then, in August 1947, Italy and the United States entered into a 
“Memorandum of understanding * * * respecting settlement of cer 
tain wartime claims.” Italy paid $5 million to the United States to 
settle all claims of the United States nationals not covered by the 
treaty of peace. 

In August 1955, Congress passed Public Law 285, 84th Congress, 
and in section 304, an Italian claims fund was established with the $5 
million to pay all— 
claims of nationals of the United States against the Government of Italy aris- 
ing out of the war * * * and with respect to which provision was not made 
in the treaty of peace with Italy. 


This section 304 defined “national of the United States” as a— 
natural person who is a citizen of the United States (sec. 301 (2), Public Law 
285, 84th Cong.). 

Accordingly, the small group of American citizens referred to who, 
by 1955, had been United States citizens for 10 years or more, filed 
claims to recover compensation for their aforementioned losses. In 
spite of the foregoing memorandum of understanding and provisions 
of law, the Foreign Claims Settlement Commission refused to adjudi 
cate these claims, holding— 
that in order to be entitled to an award, the claimant in accordance with a long- 
established rule of international law, must have been a citizen of the United 
States on the date of original loss and continuously thereafter. 

The Commission expressed to this small group of claimants, its 
deepest sympathy, and stated that it felt bound so to decide by the 
existing law. The Commission and its General Counsel informally 
recommended that these claimants seek to have Congress remedy the 
matter by considering an amendment to section 304 of the act which 
would cover these extremely unfortunate cases, 

As indicated, the Commission has been going ahead with its adjudi- 
cation work in the Italian claims fund, and the Commission hopes to 








36 CZECHOSLOVAKIAN CLAIMS FUND 


complete all adjudications against the fund by the end of 1958— 
certainly by March 1959. Thus, if the horrible predicament confront- 
ing this small group of claimants is not remedied by this committee, 
and in turn the Congress, at this session, the claimants, some of whom 
are elderly persons approaching 70 years of age, will be prevented 
from any relief for all time—albeit the Italian Government has shown 
over and over, that it has intended to settle, fairly and justly, all war- 
time claims of this nature. 

I was advised a week or so ago by the Italian Claims Section of the 
Foreign Claims Settlement Commission that it appears now that the 
$5 million Italian fund will be more than ample to pay all American 
claimants now a e the Commission no less than 100 percent of the 
amounts awarded, that is, there will be enough money to pay all claims 
in full. Any surplus moneys ostensibly would be returned to Italy. 
Thus, while all other American claimants against Italy receive 100 
percent payments for their losses, this small group of citizens of 14 
years standing will be turned away without any relief at all. 

Now, the Commission has held as it has in these cases solely on the 
theory that there is some long standing, inviolate rule of international 
law which requires, as a condition of recovery against Italy, that a 
person must have been a citizen of the United States on the origin: al 
date of loss, that is, in 1939 or 1940. In the case of this country’s rela- 
tions with Italy, there has been no adherence to any such rule. On the 
contrary, an exactly opposite rule has been followed. For example, in 
the treaty of peace with Italy (61 Stat., pt. 2), a “United Nations 
national,” eligible to recover against Italy did not have to be a United 
Nations national on the date of or iginal loss. Rather, he was eligible 
if he was a United Nations national in February 1947—the date the 
Treaty came into foree—and also on September 3, 1943, the date of the 
armistice with Italy, irrespective of the original date of loss. 

In the memorandum of understanding with Italy in August 1947 
(61 Stat. 3962), a national of the United States was eligible to re- 
covery if he was a national of this country in August 1947 and on 
September 3, 1943. And, finally, in Public Law 285, pursant to which 
the Italian claims fund was established (69 Stat. 562), a “national of 
the United States” was defined as a “person who is a citizen of the 
United States.” Public Law 285 was enacted in 1955, to settle all 
remaining claims against Italy. 

For all of the reasons stated, and because of the extremely com- 
pelling circumstances involved, and because it would appear that 
there will be ample moneys in the $5 million Italian fund to pay all 


American claims, including those discussed here, I wholeheartedly’ 


urge that a provision be added to the bill before this committee which 
would amend section 304 of title ITT of the International Claims 
Settlement Act of 1949 by adding the following language at the 
end of such section 304: 

For the purpose of this section, the term “national of the United States” 
means, in addition to the meaning contained in section 301 (2), natural persons 
who were citizens of the United States on the date of the enactment of this 
title, (whether or not a citizen of the United States at the time the loss was 
incurred). 

In behalf of the American claimants we represent, we are very 
strongly in favor of the legislation as prepared by the executive 
branch and as amended during the hearings in the Senate and as 
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approved by the Senate Foreign Relations Committee. The bill 
before the committee today in the House does not contain several 
of the amendments which were discussed during the hearings before 
Senator Long and we are particularly in favor, Mr. Chairman, of the 
bill as approved on the Senate side. 

As I understand the bill as it presently stands in the Senate, section 
403 which was one of the most involved provisions of this bill has been 
amended, in an effort to prevent any dilatory litigation from delaying 
for a longer period of time the payment of American claims. 

The chairman is familiar with several litigations in that field which 
has tied up claim funds for a long period of time and we proposed 
on the Senate side and I think part of the amendment was adopted 
whereby any suit brought under section 403 in the Court of Claims 
would receive a preference on the calendar of the Court of Claims. 
The purpose of the suit being, or the purpose of the amendment being 
to prevent any suit from lying idle in the Court of Claims for a long 
period of time and thereby postponing action on these claims and 
payment on these claims for a very long period. 

The Senate committee did not adopt the second part of the amend- 
ment which would prevent the funds in the reserve account of the 
Treasury from being tied up until these suits were decided by the 
Court of Claims but I suppose there is a great deal of wisdom to that 
in that the Treasury Department would probably in any event set 
aside these funds pending the outcome of these litigations anyway 
so we do adopt and heartily recommend the amendment to section 
403 in S. 3557. 

Under section 404, Mr. Chairman, we testified before the Senate 
committee in support of the provision which limits determination of 
claims to January 1, 1945, 

In proposing that to the Senate committee we had in mind, of 
course, limiting the adjudication of claims to the period following 
World War II, rather than all of the claims really which are basically 
against Germany as to takings and for damage sustained to American 
properties during World War II. That amendment was also adopted 
and we strongly recommend it to this committee. 

The third amendment which we proposed and which was adopted 
in form and substance by the Senate committee was also in section 
404. We raised the question there, Mr. Chairman, of the difficulty 
confronting American claimants in proving value of these properties 
years after they had been taken. In some instances the American 
owners had not had the opportunity to come back and fully manage 
and operate these properties after World War IT before the Commu- 
nists had moved in and taken over where the Germans left off and 
took these properties. 

On the Senate side it was an amendment to section 404 which was 
adopted which says that in approving these claims and accepting the 
adjudication of these claims the Commission is authorized to accept 
proof of prior date in order to establish the value of these claims in 
the adjudications before the Commission. 

Now, Mr. Chairman, the matter which most seriously concerned me 
and which I wanted to discuss with the committee so badly today was 
an amendment which has been adopted in S. 3557 as section 2 to the 
bill, and that does not have to do directly with Czechoslovakia but has 
rather to do with the claims of certain American citizens against Italy. 
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The situation basically is this, Mr. Chairman: At the beginning of 
World War IT in 1939 and 1940, several citizens of Italy, because of 
persecution by the Nazis and the Fascists in Italy, left that country 
and came to the United States, some by reason of serious persecution 
over there. They settled in the U nited States and became citizens of 
this country as rapidly as they possibly could after the period of time 
provided by law. 

In most cases they were citizens in 1944, 1945, and 1946. In some 
cases it was as late as 1947. 

In any event, Mr. Chairman, at the end of World War IT and in the 
treaty of peace with Italy it was provided that citizens of the various 
United Nations would be able to recover from Italy directly the 
amount of any damage sustained during the war at the hands of the 
Ttalian Government. 

The technical definition set up in the treaty of peace with Italy 
eliminated these citizens because they had to be citizens on the date of 
the Armistice, which was 19438. Most of these people under law 
couldn’t become citizens until 1944, 1945, or 1946, so they had no claim 
against Italy under the treaty of peace. 

Then Italy, desiring to clear up all claims against Italian Govern- 
ment by reason of the war, entered into a memorandum of understand- 
ing which was supplemental to the treaty of peace. This Memoran- 
dum of Understanding being with the United States, and as part of a 
property settlement between the United States and Italy, Italy paid 
the United States $5 million and said, “Pay all claims of American 
citizens which were not settled under the treaty of peace.” 

Again, Mr. Chairman, it would have appeared that these people, 
these American citizens not having been permitted to recover under 
the treaty of peace would certainly be able to recover under the Memo- 

randum of Understanding out of the $5 million fund, Italy and the 
United States agreeing that all claims of the American citizens not 
covered by the treaty would be paid out of this fund. 

Mr. Hays of Arkansas. You are talking, though, about American 
citizens, not Italian nationals located here but not naturalized. 

Mr. Merrican. These are American citizens I am talking about, 
Mr. Chairman, people who left Italy in 1939 and 1940, came to the 
United States, became good citizens and have been citizens now for 
something like 14 years. 

Congress enacted a law putting this Memorandum of Underst: anding 
into effect and, like we are doing today in discussing the Czec ho- 
slovakian claims fund, they established an Italian claims fund. The 
Foreign Claims Settlement Commission, which is going to administer 
this Czechoslovakian fund, also administered the Italian claims fund. 

Now, when these claims were filed by these American citizens before 
the Commission for adjudication, the Commission took the view that, in 
order to recover out of the Italian fund, an American citizen had to 
be a citizen on the date of loss—that would have been back in 1939, 
1940, 1941—as well as an American citizen on the date the claim was 
filed. Consequently, this had the effect, Mr. Chairman, of again 
eliminating this small group of American citizens from any recovery 
out of the Italian fund. 

Here, in the House, bills have been proposed that an amendment be 
adopted to section 304 of the International Claims Settlement Act, pro- 
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viding that these persons who became citizens after the date of loss 
would be permitted to recover out of the Italian fund. Similar pro- 
posals were before the Senate and in passing on 8. 3557, the Foreign 
Relations Committee has added a section 2 to 8S. 3557 which will pro- 
vide the relief to some extent that these citizens require. 

Frankly, I don’t think the amendment goes far enough, but I would 
urge upon this committee, as a very minimum, to adopt the provision 
that the Senate committee has adopted. Apparently the executive 
branch feels that to go the whole way and say that these citizens, 
who were not citizens of the United States on the date of loss, should 
stand in the same shoes with all other American citizens before this 
fund, would be an unjust sort of thing, and that such a bill may not 
have the approval of the President when it came before him. So it 
has been proposed, as I understand it, that the $5 million fund will 
probably be sufficient to pay all of the principal amount, the claims of 
people who were citizens of the United States on the date of loss, 
and any remaining balance in the $5 million fund will be used to pay 
these claims of American citizens who were not citizens on the original 
date of loss. What it means is they will have to wait in line until all 
the other American claimants have been satisfied and then these other 
citizens will be satisfied at the end of the line—we hope. That is, if 
the $5 million fund is sufficient. 

Now, while our amendment before the Senate committee proposed 
that since the $5 million fund would undoubtedly be sufficient to pay 
all American claims anyway, these people should be in the same shoes 
with all other citizens and should have their claims adjudicated now. 
However, if the executive branch really feels so strongly about that, 
that they will not accept that type of amendment, I would urge upon 
the committee as a very minimum that the committee adopt section 2 
as it does appear in 8. 3557. 

Mr. Hays of Arkansas. Thank you very much. We appreciate 
your giving us this view of one phase of the problem. 

Mr. 0” Hara, have you any questions ? 

Mr.O’Hara. Yes, Mr. Chairman. 

Mr. Merrigan, you are an attorney; are you? 

Mr. Merrican. I am, sir; yes. 

Mr. O’Hara. You represent some claimants? 

Mr. Merrican. We represent namely, Mr. O’Hara, one claim against 
Czechoslovakia. This is an American firm organized in California 
in 1921. They have a glove-manufacturing plant over in Czecho- 
slovakia which was taken and ns itionalized by Czechoslovakia. 

This is our interest, Mr. O'Hara, in the Czechoslovakian claim. 

In the case of the Italian fund which I have just been testifying 
about, we represent three separate claimants who left Italy and came 
to the United States at the beginning of World War II. Two of the 
claimants are 70 years of age and if they don’t recover out of that 
fund I don’t think they will ever recover their losses. They have just 
about given up now. 

Mr. O’Hara. You appreciate as a lawyer I have no objections to 
lawyers appearing before the committee, but I think it is always wise 
to put in a statement of their interest. 

Mr. Merrican. I have done that, Mr. O'Hara, in my statement. 

Mr. O'Hara. Thank you very much. 
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Mr. Hays of Arkansas. The next witness is Mr. Daniel Singer, at- 
torney at law, W ashington, D.C. 


STATEMENT OF DANIEL M. SINGER, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


Mr. Srncer. Mr. Chairman, I want to thank you for the oppor- 
tunity to appear before the committee. 

My name is Daniel M. Singer. I am an attorney associated with 
the firm of Strasser, Spiegelberg, Fried & Frank. My address is 
1700 K Street NW., Washington, D.C. 

Our firm represents before the Foreign Claims Settlement Commis- 
sion several individual claimants under title III of the International 
Claims Settlement Act of 1949, as amended. 

I appear in support of S. 979 and, in particular, in support of sub 
section (b) of S. 979 whic h embodies the claims equalization feature 
of this amendment. 

At present, there is no provision in title III of the act—the Balkan 
claims title—which particularizes the treatment to be accorded by 
the Commission to those claimants that wrote off, in prior years, 
their Balkan property as war losses and thereby reduced their in- 
come taxes in wartime high tax years. Under present law, awards 
are to be made on the basis of the initial loss, regardless of wartime 
tax benefits, and not on the basis of actual net losses which will reflect 
those wartime tax benefits. ° 

S. 979 corrects this situation by taking cognizance of two significant 
facts: (1) That most claimants will receive only fractional compen- 
sation for their losses, since claims under the Balkan program will 
greatly exceed the amounts available for payment; and (2) that, 
at the same time, a few large corporate claimants, which have already 
recouped the bulk of their losses through w: artime tax write-offs, may 
receive a windfall—that is, total benefits which exceed their original 
losses. 

The first of the foregoing facts can be demonstrated easily by the 
table below : 





Estimated Claims Approximate 
Country fund filed payout ratio 

(cents) ! 
ie i a ‘ i \ $25, 000, 000 | $259, C00, 000 10 
Tiungary.-.-- ee ee ees s ee 6, 000, 000 225, 009, 000 2.7 
BORNE £20 6 hee bcenasdcoblennds onus Sa ese 3, 000, 000 25, 000, 000 12 


1 Jt may well be that many of the claims filed will be disallowed. Assuming that half of all claims filed 
are found invalid, the payout ratio will be doubled. But even under those conditions the payout ratio will 
be pitifully low 


Note.—See 5th Semiannual Report of Foreign Claims Settlement Commission at pp. 3-4 (1956). 


Furthermore, the greater part of each of the funds will be exhausted 
by a small number of large corporate claimants. See Senate hearings 
on H. R. 6828, 84th Congress, at pp. 67-70, 1955. 

The second fact—i. e., that windfall gains may be realized by a few 
large corporate claimants—becomes apparent if the benefits provided 
by Public Law 285, 84th Congress, are considered together with the 
benefits which those large corporate claimants previously enjoyed 
under the Federal tax statutes. Under section 127 of the Internal 
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Revenue Code of 1939, war losses could be written off against current 
income, thus reducing the taxpayer’s tax liability in the year of the 
loss. In the case of most individuals—where the war loss deprived 
them of most, if not all, of their income—section 127 provided little 
or no relief. But in the case of a few large corpor ations, a substantial 
part of the loss could be shifted to the U nited States by a direct offset 
against current income and a consequent reduction of taxes. For ex- 
ample, if a corporation paying wartime excess profits tax at a 95 per- 
cent rate lost property valued at $50,000, it could—and probably did— 
reduce its taxes by $47,500 by taking a section 127 deduction. Its 
actual loss was only $2,500. 

The present law fails to distinguish between the corporate claim- 
ants described above and the individual claimant who was unable to 
capitalize on the oe provisions of section 127 of the 1939 Tax 
Code. S. 979 is a salutary attempt to acknowledge, and to adjust for, 
the different tax ‘eoieeeienie availed of by claimants when their losses 
occurred. This present inequity can be illustrated graphically by 

the following example: 

Assumptions: : Claimants A and B are American citizens who owned 
property in Rumania; each sustained a war loss of $50,000 in 1943. 
Claimant A, an individual, had no current income against which he 
could write his loss off. Claimant B, a corporation, was in the 95 per- 
cent excess-profits tax bracket. It is assumed further that at the con- 
clusion of the program it is found that because of the insufficiency of 
funds each claimant is paid 20 percent of the amount of his award. 

On these assumptions, claimants A and B would fare as follows 
under present law: 


Claimant A | Claimant B 


War loss ‘ $50, 000 $50, 000 
Tax benefit J 3 0 —47, 500 
Net war loss aS 50, 000 2, 500 
Award under Public Law 285. .__--- 50, 000 50, 000 
| 
Distribution at 20 percent rate , Scena 10, 000 | 10, 000 
Cc urrent tax ‘ ; | 0 —5, 200 
Net distribution after taxes 10, 000 4, 800 
Net loss after distribution (excess of net war loss over net distribution — 40, 000 
Net gain after distribution (excess of net distribution over net war loss +2 300 


Under the equalizing provisions of S. 979, the above table would be 
adjusted as follows, ignoring the $5,000 floor which S. 979 places un- 
der claims reduced because of tax benefits: 


Claimant A Claimant B 


a 
ie ees 


War loss an oe . saa cin al $50, 000 $50, 000 
Tax benefit sad 0 ~47, 500 

Net war loss ee ee a oa ; 50, 000 2. 500 
Award under Public Law 285-. i d c 50, 000 2, 500 
Distribution at 20 percent rate_- ‘ | 10, 000 | 500 
Current tax nau wieaee CS ; 2 | 0 — 260 

Net distribution 10, 000 240 


Net loss after distribution (excess of net war loss over net distribution) —40,000 (80%)| —2,260 (4.52%) 
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It is important to note an obvious further benefit of S. 979 that may 
be obscured by the examples above. The thrust of S. 979 is that by 
reducing the amount of the claim of the claimant who has already 
reaped a tax offset, the fund available to other claimants is increased. 
But this benefit accrues only if the amount of the prior tax offset is 
deducted before certification of the final award. Again, the impact of 
S. 979 may be illustrated graphically : 

Assume that to our prior claimants A and B we add a third, claim- 
ant C, a corporation, which also suffered a $50,000 war loss but which 
was taxed—because of its smaller size—at only a 388 percent rate. 
Claimant C deducted its loss and saved $19,000 in taxes. 


Claimant A | Claimant B | Claimant C 


War loss ‘ mae eS a eee eee . can $50, 000 $50, 000 $50, 000 
Tax benefit ; ad ETE F 0 47, 500 19, 000 
Claim: Net loss after tax saving---—- 50, 000 2, 500 31, 000 


Assume now that the fund totals $16,700 permitting a 20 percent 
payout ratio on the total of $83,500 in awards. 


Claimant A Claimant B Claimant C 
Awards under 8. 979 $10, 000 S500) $6, 200 
Less current tax ._- ; : 0 260 2, 356 
Net loss after distribution j 40), OOO 80 2,240 (4. 52 | —27,156 (54.37) 


| | | 


1 Taxed at 38 percent under provisions of 1954 Internal Revenue Code, sees. 1331-1337. 


But if prior tax benefits were disregarded before distribution, each 
claimant would receive the identical share of the fund: 


( na A ( mant B Claimant C 
Award (4 of $16,700 $5. 566. 67 $5, 566. 67 $5, 566. 67 
Less current tax 2 894, 67 2, 125 
Net award after taxes 5, 566. 67 2 672.00 3 441. 34 
Net loss after distribution 4, 443.33 (89° L172. 00 97, 558. 66 


Taxed at 38 percent under provisions of 1954 Internal Revenue Code, secs. 13381-13837 


And it should be clear that when prior tax benefits are not considered 
before making awards, and—as is very much the case—the claims of 
claimant B and those like it are many, many times larger than the 
claims of those like A and C, the disparity in treatment becomes even 
more dramatic. 

As the Senate has previously recognized—and as should be apparent 
to this committee—title III as now written can lead to windfall gains, 
under which some claimants can end up with benefits in excess of their 
losses, while other claimants may recover only a mere fraction of their 
losses. As has been shown above, it is possible that 2 claimants may 
start out with war losses of $50,000 each, and 1 may end up with a 
net loss of $40,000, while the other ends up with a net windfall gain 
of $2,300. 
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It is clear that this inequity should be corrected by an amendment 
which requires that prior tax benefits be taken into account before 
any final awards are made. Unless the wartime tax benefit is con- 
sidered before distribution such consideration will have no effect on 
the payment ratio—the crucial statistic in discussions of S. 979. 

Three years ago, during Senate hearings on this subject, Senator 
Morse said with regard to this proposal : 

If that is not justice, then I do not know what the word “justice” spells (Senate 
hearings on H, R. 63882, 84th Cong., p. 129. See extract from hearings, p. 46). 

The Senate agreed and incorpor: ated a section embodying the sub 
stance of S. 979 into the bill. That section was dropped in conference, 
shortly before adjournment of the Ist session of the 84th Congress. 
The action of the conference committee was later explained as follows 
in Senate Report 612, 85th Congress, at page 2: 

The provision (for the deduction of tax benefits) was deleted by the con- 
ference committee on the basis of testimony from officials of the Treasury 
Department that such a provision was not required to prevent windfalls to 
claimants, that it would amount to a second recoupment by the Government, and 
that it would substantially delay the final settlement of claims because of at- 
tendant administrative problems. Subsequently, it appeared that the informa- 
tion submitted to the conference committee was inaccurate, and that under 
Public Law 285 it would be possible for a corporate claimant which had taken a 
tax loss to realize substantially more than the value of the property abroad. 

For reasons indicated; namely, that the conference committee had 
acted upon inaccurate information, the Senate again passed this anti- 
windfall amendment—S. 979—on August 5, 1957. 

To complete the equalization process by which 8. 979 attempts to 
put claimants—insofar as possible—in status quo ante, we had hoped 
that it would be possible to make any recovery exempt from further 
income taxation. But, as the committee will note from the Senate 
committee’s favorable report on S. 979, such an exemption— 
might conceivably be regarded as a measure to reduce taxes, which should 
originate in the House of Representatives (S. Rept. 612, 85th Cong., p. 3). 

For this reason we do not again press upon the Congress the enacting 
of such an exemption. After so many years, three-quarters of a loaf 
is far preferable to no loaf at all. 

The equities of S. 979 have never been denied. The objections that 
have been voiced have been (1) that there are not many cases in which 
tax deductions have been taken; (2) that enactment of S. 979 will delay 
the payout: (3) that the retroactive nature of the amendment makes 
it unconstitutional; and (4) that the amendment is administratively 
cumbersome. 

(1) The first of these statements is correct. There are, probably, 
not many cases in which tax deductions were taken. But the few in 
which they were, the large corporate claims, involve substantial 
amounts of money. Once these few but large deductions are taken 
into ‘account, the smaller claimants will receive far more substantia! 
payments than they would under existing law. The payout ratio un- 
der the Hungarian program, for example, could easily be tripled or 
quadrupled. 

(2) Under the proposal, any person with an award of less than 
$5,000, and any other person who has not had a tax writeoff, can be 
paid immediately after completion of the program what he would be 
entitled to under present law. The only persons whose payments 
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would be delayed would be those who have had tax-writeoft benefits 
in the past and, therefore, received compensation long before their less 
fortunate fellow claimants. These claimants (with tax benefits) could, 
of course, be paid the first installment as soon as their writeoffs have 
been computed. As soon as all writeoffs have been computed, a second 
payment would be made to all claimants. As this second payment 
would be one which an average claimant (without writeoffs) would not 
be entitled to under existing law, he will, certainly, not complain if it 
comes somewhat later than the first. 

(3) In regard to the retroactive point, it should be noted that the 
claims programs involve pure gratuity distributions which do not vest 
any legal property rights in claimants. This is made clear by the fact 
that Congress has removed the claims programs from judicial review 
and that these provisions of the law have been upheld by the courts. 
As no rights have vested, it would be perfectly proper for Congress 
to change the distribution program before actual payment is made. 

(4) The fourth objection—relating to administrative complica- 
tions—in a way, contradicts the first. If there are only a few cases of 
tax deductions, the administrative problem cannot be too complex. 
Furthermore, tax experts have advised us that it will not be very diffi- 
cult to make this computation. Claimants could be required to submit 
extracts from their previous income-tax returns to the Commission, and 
these extracts could be examined by the Internal Revenue Service on 
behalf of the Commission or by an expert hired by the Commission. 
Chances are that no more than a dozen cases will require more than 
routine examination. Yet the fact that the tax benefits in these cases 
are taken into account will be of substantial benefit to hundreds of 
small claimants. The resultant gain in settling these claims fairly 
and justly will, certainly, outweigh the slight administrative incon- 
venience of the additional computations. Beyond that, it can, cer- 
tainly, be no more complicated to determine tax benefits received in 
the United States than it is to make findings with regards to losses 
sustained behind the Iron Curtain, where access to firsthand informa- 
tion has been cut off. If we are afraid of administrative complica- 
tions, we should not have this program at all, for most of the cases 
present complex problems of international law or valuation. But the 
Congress has approved these compensation programs so as to do 
justice to Americans who lost their property abroad. It will, surely, 
want to do equal justice. 

This committee is now also considering the Czechoslovak claims 
bill, S. 3557. We do not want to be in the position of advising the 
committee of the best legislative approach to the problem. We are 
not, therefore, asking that the Czechoslovak claims bill be amended to 
incorporate S. 979. Of course, should this committee choose to in- 
corporate S. 979 into S. 3557, we would voice no objection. However, 
since S. 979 has already been passed by the Senate, we would be sat- 
isfied if the House of Representatives acted on S. 979 separately. 

Furthermore, it would appear from a reading of section 407 of the 
Czechoslovak bill that its intent is clear with respect to the equity 
we are here supporting in regard to the Balkan claims program. 
However, there is not, in title III of the act, a provision comparable 
to that in section 407, and separate legislation—embodied in S. 979— 
is, therefore, required. 
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As outlined above, Mr. Chairman, I appear here in support of S. 
979, which involves a claims-equalization feature under title IIT, the 
Balkan claims title. I am particularly interested in subsection (b). 

This is a separate bill that has passed the Senate, and it was my 
understanding that this committee would hear testimony on 8S. 979 
as well as on S. 3557. 

The deficiency in title III of the act, the Balkan claims title, now, 
is that there are a few large claimants under the Balkan fund—very 
large corporate claimants—who, at the time they suffered the losses 
during the war, were able because of the Tax Code at that time, section 
— of the 1939 Revenue Code, were able to write off those losses 

gainst their current income, and thereby actually to recoup, imme- 
diately, a portion of their loss in the form of a reduced tax bill. 

Under title III, as it now reads, there is no provision by which the 
Commission, in making awards, takes account of those prior tax bene- 
fits prior to making a final award. I think I can illustrate this with 
numbers, so that the committee can get some idea of what I am talk- 
ing about. Assume we have an individual claimant and a corporate 
claimant, each of which suffers a war loss of $50,000. Because the in- 
dividual claimant has no income or had no income at that time, he 
suffers his whole loss. He has nothing against which to write off 
the loss. On the other hand, the corporation has considerable other 
income and is able, because of that, to write off the whole loss. It 
takes a deduction of the $50,000. 

Now, we might assume, further, that the corporate claimant is 
really large, is in the 95-percent excess-profits-tax bracket—this was 
back in the early forties, during the war—and was, therefore, able 
actually to save itself cash in taxes, some $47,500, which is 95 per- 

cent of $50,000. So that the actual net loss suffered by the corporate 
claimant in cash was only $2,500. 

As Public Law 285, which is the Balkan claims section of the In- 
ternational Claims Settlement Act, as that title now reads, both the 
corporate claimant and the individual claimant would have claims 
7 $50,000, and the Commission would award each $50,000, pro rated 

r reduced, of course, as the size of the fund would necessitate. 

In other words, if the fund allowed only 20 percent payments, each 
would receive $10,000. The individual would not be taxed on that 
award. The ee would be taxed on its award of $10,000 at 
the current rate of 52 percent. The tax on the corporation would be 

$5.200, and its net diate ibution cash in hand after paying taxes would 
he $4,800 to the corporation. The distribution would be $10,000 to 
the individual. 

It is easy, mathematically, to see that the individual has lost $40,000. 
He has recovered only $10,000 of his original $50,000 loss. 

On the other hand, the corporate claimant had already, in 1942 or 
1943 or 1944, recovered $47,500 of its loss, and now recovers an addi- 
tional cash amount of $4,800, which leaves it with a net gain on this 
$50,000 loss of some $2,300. 

Now, that is the inequity that S. 979 seeks to correct. It does that 
by requiring the Commission to consider all cl: aims, as well as cor- 
porate claims, as a matter of fact, on the basis of a loss reduced by 
prior tax benefit, so that the amount of the claim will actually be lower. 
That is the basis and the substance of S. 979. 
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Mr. Hays of Arkansas. The committee will consider that, to see to 
what extent equities are involved. However, there is an allegation 
that certain discriminations grow out of S. 979. 

Mr. Sincer. I am familiar with the allegation, and I can address 
myself to it,if you like. I have done that, to some extent, in my state- 
ment. 

Mr. Hays of Arkansas. I will review that part of your statement. 

We have something of a problem in connection with that. Of course, 
these matters have come over to us from the Senate in separate bills. 
We have the Senate bills, but we certainly are not going to overlook 
considering these questions of equity. It presents a te: -hnical question 
that is somewhat difficult but the committee is going into it. 

Mr. Sincer. I might add that I discuss at the close of my statement 
the possibility of treating the two bills separately, or incorporating S. 
979 into S. 3557. 

Weare in favor of S. 979—section (b) thereof—and we have no ob- 
jections to S. 3557. We think that S. 3557 does include and certainly 
should be construed to include the equalizing provisions that we have 
set out in S. 979. We think that is the equitable construction. No 
similar provision to section 407 of S. 3557 appears in title LII govern- 
ing the Balkan claims. 

Mr. Hays of Arkansas. Are your comments confined to the Balkan 
claims ?. 

Mr. Sincer. Those are the people we represent, yes. ‘They are 
primarily Balkan claims. Title III actually deals not only with Bal- 
kan claimants but with Italian and I think some Soviet Union claim- 
ants, What we say would of necessity apply to all of them, speaking 
on behalf of our clients; they are American citizens who have claims 
only against the Balkans. 

Mr. “Hays of Arkansas. As a matter of fact, were there some other 
claims, some tax writeoffs back in this period other than these 
Balkan claims 4 

Mr. Stncer. I just don’t know about them and I am not prepared 
to say. 

Mr. Hays of Arkansas. Thank you very much. The committee will 
certainly consider these matters. 

(The following has been submitted for the record by Mr. Singer :) 


ExTRACTS FROM HEARINGS BEFORE THE COMMITTEE ON FOREIGN RELATIONS, 
UNITED STATES SENATE, 84TH CONGRESS, 1ST SESSION, ON H. R. 6382 
Friday, July 8, 1955 

Senator HumMpurRey. I would like to ask a question in terms of the larger 
claims. 

As I understand it, of course, awards over $1,000 would be paid $1,000 on 
account, and then receive a prorated share of the rest of the assets. Is it not 
true that some of the large companies that have claims have also taken ad- 
vantage of tax writeoffs to somewhat liquidate their claims through the tax 
laws? 

Mr. CLAy (Commissioner of Foreign Claims Settlement Commission). Senator, 
I do not know that as a fact, but I am sure some of them may have. As has 
been our experience in the past, the moneys that will be forthcoming to the suc- 
cessful claimants will be tax free. 

Although the larger claimants may fail in their nationalization claims, they 
may come in under the purview of war-damage claims. They have filed under 
both categories. They filed under the war-damage and they filed under the 
expropriation claim. 


CZECHOSLOVAKIAN CLAIMS FUND 47 


Senator HuMrurey. Yes. My point, sir, is based upon what I believe to be the 
fact—and I may very well be incorrect—that a number of the larger companies 
which suffered rather severe losses as a result of the nationalization programs 
in the Balkan countries, and particularly in Rumania and Bulgaria, have al- 
ready in their taxpayments here in the United States stricken from what would 
be their regular tax to the Government a certain amount as a business loss, 
and thereby have been compensated for their claims in part. 

Mr. Cray. I would assume that American business prudence would follow that 
pattern ; yes, sir. 

Senator Humpurey. All right. Now, then, if that is the case, are we to com- 
pensate them a second time? 

Mr. Criay. Senator, I am not sure whether it is in my prerogative to express 
an opinion in that regard. I would personally believe that such a conclusion 
might be a valid one, nevertheless. These particular claimants that you refer 
to are American corporations that are owned by American shareholders who 
have made substantial investments abroad, and this in effect would be a means 
of assuring the protection of American investments abroad so that in the future 
other countries outside of the Soviet circle of influence that might look to con- 
fiscate American properties abroad may learn a lesson. The fact that they may 
have additional compensation here, I think, is not so much a part of the picture 
as preserving the property interests of American capital abroad. 

Senator Humpurey. I am in full agreement with preserving American prop- 
erty interests abroad. I am violently opposed to the principle of confiscation 
and nationalization. I believe in the protection of the integrity of our fiscal and 
financial interests as a part of the protection of the reputation and general honor 
of the Nation. But I do not believe in double jeopardy and I do not believe in 
double indemnity. 

What I am trying to get at here is this: Is it not true that under our tax laws, 
those who are in the upper tax brackets get a greater advantage out of a tax 
writeoff as a business loss than someone that might have just a small little claim, 
writing it off? 

My question is directed toward the ultimate objective of seeing whether or not 
it might not be desirable to see that payments were made not only to those with 
$1,000 claims, but also made to some other categories. For the person that is of 
modest means, a $1,000 loss can be rather disastrous, and for a company that 
has been able to charge it off already and thereby actually has been compen- 
sated, a $10,000 loss or a $50,000 loss, which is not really a loss, may not affect 
the company very seriously at all. 

Mr. CLay. Senator, I am a general practitioner of the law and I am not a tax 
expert. I would assume that if the facts that you relate are the facts here, the 
Government would have the right to take another look at the previous writeoff, 
and if this were a credit that was reestablished, the Government might very well 
be able to go back and readjust the tax writeoff or the taxpayer would have to 
report his recovery as income—once having made a tax writeoff. 

Senator Humpurey. Is there anything in this legislation, sir, that gives you 
that specific authority? The lawyers that are going to defend these claims are 
going to be very able and competent men, and I have had some exnerience, 
only in a limited sense, with claims when the law is indefinite. And is there any 
specific language in this proposed act that says that if you have already taken 
advantage of a tax writeoff because of damages or losses that you have suffered 
due to nationalization or war damages, that you are not fully eligible, unquali- 
fiedly eligible, for the equity treatment which is provided in this act? 

Mr. Cray. Senator, there is no such authority provided in the legislation be- 
fore you, but the proposed bill before this committee, S. 1310, was a bill that was 
discussed in the Department of Justice, and was cleared with the Internal 
Revenue Service. 

This proposed legislation was the result of conferences of all interested Gov- 
ernment agencies, and the bill before you had the approval and the study of the 
Internal Revenue Service. 

Senator Humpnurey. That may be true, and I have high regard for these de- 
partments. But I want to ask just a simple question: Have the companies that 
have already suffered damages through nationalization or war damage been 
able to charge off their losses as a tax-deductible item ? 

Mr. Cray. Senator, I do not know the answer to that question, sir. 

Senator Humpurey. Where do we get the answer? 
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Mr. Cray. I gave no answer. I do not know the precise facts. I said I 
thought it was good American business prudence for corporations to take tax 
writeoffs, but I do not know of my own personal knowledge that they have 
done this, sir. 

Senator HumpHrReEy. Would it not be a pertinent fact for this committee, and 
even for the Commission, to ascertain? 

Mr. Cray. I am not sure that this problem is germane to the intent and the 
purpose of this legislation, which is to compensate American nationals for 
property that was either war damaged or nationalized and expropriated in 
relation to the three satellite claims funds. Of course, as far as the Lombardo 
agreement is concerned, I do not think it would have any application. As 
far as the Litvinov assignment is concerned, I do not think it would have any 
application there. If it did have any application, it would relate to really 
the three satellite funds, as a practical matter. 

It was never a matter that was ever given serious consideration in the 
course of the discussions of this legislation, sir, as the appropriate governmental 
agencies were on notice of this question. 

Senator Humpurey. I want to say I do not think we ought to confuse what 
we consider to be a statement of principle, namely, that we vigorously oppose 
any efforts of nationalization or expropriation, and supplementary to that, 
that our Government will do everything in its power to rectify whatever injus- 
tice or inequity may have resulted therefrom. That is a principle. Then the 
second thing gets into this ugly subject called dollars, which is a pleasing 
subject, too, and I think it is important for the committee to know, and may I 
say most respectfully, for your Commission to know, whether or not the large 
claimants and particularly—because this runs into millions of dollars—whether 
or not the large claimants have not already been compensated in terms of the 
tax laws. 

Mr. Cray. Well, I have no comment to make on your statement, Senator. 
I would assume that the Department of Justice and the Internal Revenue 
Service would be cognizant of these proceedings and certainly they had this 
in mind when they approved of the legislation as submitted to the Senate, sir. 

Senator Humpurey. Yes. I know the most recent tax law permitted a throw- 
back further for business losses than other tax laws did. I do not remember the 
exact detail on it. That was a pretty big bill, over 1,000 pages long. But I 
recall that the Revenue Act of 1954 provides for corporate business losses to 
be picked up back for some period of time on present corporate revenues and 
corporate payments to the Treasury Department. 

Now, I am not an expert in this, either, but I most respectfully suggest that 
since there is only a limited amount of money, and since there has been consid- 
erable argument under the Bentley amendment, as to the fact that it would 
provide better payment for what claims are eligible under it than the broad 
overall approach, that maybe we might very well want to look into this matter 
of whether or not claimants have been compensated priorly under tax laws. 

Mr. Cray. Senator, I do not want to minimize your contention, because I 
think it is a very valid one, but I would like to say this, that the purpose of this 
legislation is to assist literally thousands of American nationals and in some 
cases some extreme hardship cases—— 

Senator Humpnurey. I agree, sir. 

Mr. Cray. And the passage of this legislation is extremely important. Espe- 
cially in the case of the Soviet Litvinov assignment, the administration of the 
act is concerned, it is going to be an extremely difficult problem, because those 
particular claims arose prior to 1933, and just the problem of decedent-estate 
law in many cases is going to pose many knotty and technical problems for the 
Commission. Nevertheless, I reiterate, and that for emphasis’ sake, I do not 
want to minimize any aspect of your statement. 

Senator HumMpurReyY. I want it quite clear that I believe these claims should be 
settled. I believe that this legislation is essential. I believe that we ought to 
try to make restitution to the best of our ability within the limits of the 
resources available and that the Department of State ought to pursue vigorously 
every effort to gain the funds that are necessary to make this restitution of 
property, or the compensation for loss of property. But that does not tell me 
that you should jump pellmell in and correct one injustice by compounding it 
with a second. 

I am only saying that I think this is a point that is germane to the subject 
matter, that it is a point that involves, may I say, the payment of many of the 
smaller claims, because there is only so much money, and some people have 
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‘gotten better benefits from tax writeoffs than others. A tax writeoff means a 
lot more to people in a high bracket. 


Monday, July 11, 1955 


Senator Morse. One question. I was not here, Mr. Wilkinson, when Mr. 
Schifter testified. So that I may clearly understand this, part of your argu- 
ment is that we could have X, which is a going corporation, operating in coun- 
tries behind the Iron Curtain and elsewhere in the world, as well as in our own 
country, and it lost some holdings as a result of the action of a Communist 
satellite country. Your argument is that it has been able to take a tax writeoff 
-on that loss in filing its tax returns in this country? 

Mr. WiLkinson. (Glen A. Wilkinson, a member of the firm of Wilkinson, 
Boyden, Cragun & Barker, Washington, D.C.) Yes, sir. They would be United 
States corporations filing tax returns with the Treasury Department. 

Senator Morse. So to the extent of that writeoff, the American people have 
already paid part of that bill, have they not? 

Mr. WILKINSON. Yes, sir. 

Senator Morse. But the little fellow is completely wiped out. What tax loss 
has he been able to take? 

Mr. WILKINSON. None, sir. That is precisely the situation with my client. 

Senator Morse. And is your argument that therefore if a company has had 
some tax benefit by way of a writeoff, that ought to be taken into account before 
it is allowed to take any payment under the Commission until at least percent- 
agewise, a payment to the little fellow has first been made? 

Mr. WILKINSON. Yes, sir; that is it. 

Senator Morse. I would like to suggest, respectfully, Mr. Chairman, that the 
staff get busy and give me some argument in rebuttal of that. If that is not 
justice, then I do not know what the word “justice” spells. 


Mr. Hays of Arkansas. The next witness is Mr. Sigmund Timberg, 
attorney of Washington, D. C. 


STATEMENT OF SIGMUND TIMBERG, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


Mr. Timperc. My name is Sigmund Timberg and I am a member 
of the District of Columbia and New York State Bars, with offices at 
815 15th Street NW., Washington, D.C. 

I represent an American citizen who holds what I believe to be a 
valid creditor’s claim against the Czechoslovakian owner of the steel 
mill equipment or proceeds from the sale thereof, referred to in section 
401 of S. 3557. This claim is for retirement and pension rights based 
on a contract with that Czechoslovakian owner, and has been dili- 
gently pressed in the New York State courts. My purpose in testify- 
ing before this committee is to demonstrate the priority of my client’s 
creditor claim over that of the section 404 claimants against the fund 
established by this bill, and to urge the amendment of section 403 of 
the bill so as not to deprive my client of the rights which he has in 
good faith pursued under the laws of New York State but to give 
him an adequate remedy for those rights. 

Under the Treasury blocking order and 8, 3557, the United States 
Government becomes in effect the successor, by operation of law, to 
property formerly held by the Czechoslovak corporation that my 
client has been suing in New York. The United States should there- 
fore assume, as its own liability, the liability of its predecessor, the 
Czechoslovak owner of the property, to pay claims that may be duly 
established against the latter entity. Not only is it the moral obli- 
gation of the United States to pay such claims, but the recognition 
of such an obligation by the United States is peculiarly appropriate 
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in a bill such as 8. 3557, the major purpose of which is to demonstrate 
to foreign nations our country’s disapproval of governmental actions 
which violate the private property and contract rights of American 
citizens. 

5. 3557 makes the proceeds in the fund indiscriminately available 
for the payment of claims of stockholders of nationalized Czechoslo- 
vak corporations, even though those stockholders have no relation- 
ship at all to the former Czechoslovak owner of the fund. ‘These 
stockholders also stand in the shoes of assignees, by operation of law, 
of the former Czechoslovakian owner of those proceeds. Were an 
ordinary owner of a fund to assign it to other hands in such a way 
as to deprive his creditors of access to that fund for the payment of 
their just claims, such an assignment would be universally regarded 
as being in fraud of creditors. Yet, whatever the Government’s in 
tention, the disposition of the fund provided by S. 3557 as it now 
stands has precisely the same effect. I am confident that, in legis- 
lation of this kind, the Congress would want the United States Gov- 
ernment to observe the same correct standards toward creditors as it 
expects of private citizens and foreign governments and would want 
to amend the bill accordingly. 

My client has been pursuing his claim in the New York courts 
against Banska a Hutni Akciova Spolecnost, the Czechoslovak owner 
of the steel-mill equipment and its proceeds, under section 977-b of 
the New York Civil Practice Act. This is a comprehensive statute 
providing for the appointment of receivers for the New York assets 
of dissolved, liquidated, or nationalized foreign corporations, for the 
purpose of paying the claims of creditors and other persons having 
an interest in such corporations. Section 977—b, which was passed in 
1936, expresses the considered public policy of New York State against 
the nationalization and confiscation decrees of foreign countries. 

Section 977-b, the constitutionality of which is generally recognized, 
is based on the power of a State to apply property located within its 
territory to the satisfaction of claims against the owner of the prop- 
erty. A substantial part of the equipment and proceeds upon which 
is based the fund established by 8. 3557 is located in New York State. 

As Mr. Justice Cardozo put it in the leading Supreme Court case 
of Clark v. Williard (294 U.S. 211, 213 (1935)): 

Every State has jurisdiction to determine for itself the liability of property 
within its territorial limits to seizure and sale under the process of its courts. 

Quite recently the constitutionality of this law in its specific appli- 

cation to the Czechoslovakian nationalization decrees has been con 
firmed by the courts, after litigation which culminated in the Supreme 
Court of the United States (Stephen v. Zivnostenska Banka, 155 N. Y. 
Supp. (2d) 340 (Sup. Ct. N. Y. mee 1956), affirmed 157 N. Y. 
Supp. (2d) 904 (App. Div. Ist Dept., 1956), affirmed 166 N. Y. Supp. 
(2d) 309 (Ct. App. 1957), appeal dismissed 78 Sup. Ct. 560 (1958) ). 

In the New York litigation in which my client has been participat- 
ing, the courts have made preliminary rulings supporting the view 
that Banska a Hutni Akciova Spolecnost Which has had various 
corporate names—is the owner of the steel-mill equipment and pro- 
ceeds. In denying motions to set aside service of process, the New 
York courts overruled that corporation’s objections that it is not and 
has not been within the State of New York and has no property within 
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the State (Augstein v. Banska a Hutni Akciova Spolecnost, 124 N. Y. 
Supp. ( er 446 (Sup. Ct. N. Y. County, 1953), affirmed 282 App. 
Div. 929, 125 N. Y. Supp. (2d) 674 (1953) ). While this is not a final 
determination of the issue, the plaintiffs in this proceeding have in 
their possession further evidence, including correspondence and cor- 
porate records, which in my judgment conclusively establishes Banska 
a Hutni Akciova Spolecnost to be the owner of the steel-mill equip- 
ment and proceeds. (See p. 56.) 

Because of delays occasioned by the complexity of the litigation 
and until recently unresolved questions of interpretation of section 
977-b, this evidenc ‘e has not been presented to the court and conse- 
quently is not in the possession of the Treasury Department. Of 
course, the Congress cannot be expected to pass judgment on whether 
Banska a Hutni Akciova Spolecnost has or has not been the owner 
of the stee] mill equipment and proceeds. I only ask that the execu- 
tive branch withhold judgment on a matter on which it is only par- 
tially informed and which is sub judice, and that the Congress give 
up the opportunity to establish our case to a court. 

In short, ordinary considerations of commercial law and morality 
dictate that my client’s claim be accorded priority over those of 
section 404 claimants against the fund, and equity and good con- 
science demand that he not be deprived of rights that he has been 
diligently asserting in the State courts but be given a fair opportunity 
to establish his claim and to be compensated therefor. 

As I read the report of the Senate Foreign Relations Committee 
on S. 3557, the intention of that committee seems consistent with 
most of what I have thus far been saying. That report acknowledges, 
on pages 3 and 4, the existence of claims such as those of my client 
that have priority over section 404 claimants against the fund. It 
points to section 403 of the bill as giving, to my client and others 
similarly situated, access to the Court of Claims for the presentation 
of their claims, and as setting aside a reserve out of the fund for 
the satisfaction of those claims. I welcome the requirement in 
section 403 that such claims be presented within a year after the en- 
actment of S. 3557, and applaud the further new provision whereby 
claims of this character are given a preference in the Court of Claims. 

However, despite the fact that the Senate committee report on 
S. 3557 seems to give favorable consideration to my client’s equities, 
the bill itself fails to give him a real remedy which will protect his 
claim and the rights he has been asserting in the New York State 
courts. Under section 403 as it now stands, my client is given access 
to the Court of Claims only to the extent that the action of the United 
States Government in blocking the property and proceeds and paying 
out the fund to section 404 claimants “constitutes a taking of private 
prety without just compensation.” If this language continues to 
ve the sole basis for recovery in the Court of Claims, I am afraid 
that my client is licked before he gets into court, and that the “right” 
of access to the Court of C laims (which the Senate committee did 
not wish to impede) becomes a fiction and a meaningless formality 
as far as protecting his claim is concerned. 

From the report of the Senate committee and from the fair-minded 
and considerate hearings held by Senator Long as chairman of that 
committee’s Subcommittee on Economic and Social Affairs, I feel 
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sure that it cannot have been the committee’s intention to leave un- 
protected priority claims of the kind held by my client. Thus, the 
Senate committee’s report states on page 4 that— 

The committee was presented with testimony contending that the concentra- 
tion in the United States Court of Claims of all litigation related to the estab- 
lishment of the Czechoslovakian Claims Fund would work a hardship on those 
who sought to pursue their claims in State courts. The committee is assured 
by the executive branch, however, that to the extent that any person had a 
valid claim or title to the property or proceeds from the sale of the steel mill and 
equipment, whether acquired by proceedings in a State court or otherwise, he 
could present this claim to the United States Court of Claims. Certainly, the 
committee does not wish this legislation to be construed in a fashion which would 
impede that right. 

From the foregoing, it would appear that the Senate committee’s 
decision not to change the existing language of section 403 was based 
on the assurance of the executive branch that that language would 
work no hardship on claimants in my client’s situation. How ever, I 
have considerable difficulty both in understanding this assurance of 
the executive branch and in squaring it with some of the testimony 
presented by the executive branch at the Senate committee hearings. 

As this committee knows, the courts, in construing statutory “lan- 
guage, look to the letter of the statute and are in nowise bound by 
any assurances of the executive branch, or, for that matter, by state- 
ments of the Congress as to its intention. Moreover, the Court of 
Claims interprets quite narrowly provisions such as section 403, 
whereby Congress makes manifest the consent of the United States 
to be sued. ‘Therefore, if the intention of Congress is that a person 
who has a valid claim against the former Czechoslovak owner of the 
blocked property and proceeds should have the right to prove that 
claim in the Court of Claims, specific and un: ambiguous language to 
that effect should be inserted in the text of section 403. 

The present language of section 403 appears to me, however, to re- 
quire a great deal more of a claimant than is suggested by the para- 
graph I have quoted from the Senate committee report. As I read it, 
it requires the claimant to prove that the United States has taken his 

yroperty without compensation in a manner which violates the United 

states Constitution; in fact this is the interpretation given that lan- 
yuage by the representatives of the executive branch w shen they testi- 
fed before the Senate subcommittee. Such an added requirement of 
proof is, in my judgment, unfair and would in practical operation 
deprive my client of a remedy for his claim. 

Lack of knowledge as to the position of the exec utive branch on this 
point, and press of time, kept me from explaining in adequate detail 
to the Senate subcommittee why section 403 fails to protect my client’s 
rights. I should therefore like to make thisexplanation now. 

If my client had been able to obtain final judgment or a perfected 
lien establishing his claim, any action of a State legisl: ature that would 
deprive him of a remedy for his claim would, in my opinion, be un- 
constitutional. The reasons why this would not be true in the case of 
S. 3557, and why the present language of section 403 would deprive 
my client of his right to enforce his claim, are briefly as follows: 

1. While my client has done everything in his power to reduce this 
claim to judgment (in which event sec. 403 might conceivably have 
helped him), he has not been able to do so for reasons beyond his con 
trol which have been discussed earlier. 
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2. S. 38557 and the Trading With the Enemy Act (pursuant to 
which the property in question was blocked and sold by the Treasury 
Department) would, I assume, be defended as deriving their con- 
stitutional justification from the overriding powers of the Federal 
Government in all matters affecting the foreign relations of the 
United States. The Court of Claims may well hold that, in the exer- 
cise of these sweeping powers, the Federal Government may constitu- 
tionally wipe out rights accorded to my client by New York State 
law, particularly w here those rights have not been finally adjudicated. 

3. It is an established legal doctrine that the United ‘States cannot 
be sued except by its own consent, and this consent is usually narrowly 
construed (Minnesota v. United States, 305 U. S. 382 (1939) ; United 
States v. Sherwood, 312 U.S. 584 (1941)). Because of these rules, 
the situation frequently arises where courts acknowledge that persons 
suing the United States have rights against the United States, but 
point out that Congress has failed to provide any remedy for those 
rights and accordingly dismiss the suit. I am in this case asking 
Congress to provide a Federal judicial remedy for the rights of m 
client, to replace the New York State judicial remedy that S. 355 
takes away from him. 

My client does not appear to have the kind of perfected lien against 
the property that the Constitution would specifically protect from 
taking by the Federal Government. Under section 403, therefore, 
he could only attack the general power of the United States Govern- 
ment to block the fund and make it available for the payment of 
claims of owner nationals of the United States—the same ground of 
constitutional attack that would presumably be advanced by the 
Czechoslovak Government and persons acting in its behalf. 

Even assuming (contrary to the arguments set forth in pars. 2 and3 
above) that this contention could prevail, my client should not be 
forced to make this kind of distasteful and irrelevant argument as 
a condition of recovering on his claim. As a loyal American citizen, 
he is in sympathy with ‘the general objectives of this bill to demon- 
strate to the Czechoslovak Government that it cannot with impunity 
transgress its international law obligations, and to make payment to 
United States nationals who have been generally wronged by the 
Czechoslovak confiscatory legislation. All he asks is that S. 3557 
protect his preferred status as a specific victim of the Czechoslovak 
legislation who also has, first, a direct claim against the Czechoslovak 
owner of the blocked property and proceeds and, second, certain 
rights under New York law that he was diligently prosecuting in the 
New York State courts. 

The adequate protection of my client’s claim will, as I see it, call 
for the amendment of the present text of section 403 in the following 
minor respects: 

1. On page 4, line 14, after the word “title”, insert the words ‘ 
against the present or former owners thereof,” 

2. On page 4, line 15, after the word “that”, insert : 
the claim in question had prior to January 1, 1958, been asserted in a judicial 
proceeding within a State where such equipment or proceeds were located or. 

My proposed amendments are based on the fact that the Senate 
committee’s report seems to treat alike creditor and stockholder 
claims against the Czechoslovak owner of the property or proceeds, 
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and is not interested in the fact that creditor claims usually have a 
priority as against stockholder claims. Moreover, because of the 
desire of the Senate committee that the amount of money available 
for section 404 claimants be diminished as little as possible by other 
types of claims, my proposed amendments are limited to claims that 
have already been asserted in State court proceedings. Both from 
the Treasury Department’s statement to the Senate subcommittee 
and the information available to the receivers in the New York and 
Pennsylvania receivership proceedings, it seems reasonably certain 
that the proposed amendment will cover only my client’s creditor’s 
claim and two stockholder claims, in a total figure that cannot seri- 
ously diminish the amount in the fund that will be available to sec- 
tion 404 claimants. 

Mr. Chairman, to summarize my statement, I am representing 
an American citizen who has a creditor’s claim against the former 
Czechoslovak owner of the steel-mill equipment that gave rise to 
the fund involved in this case. It is a claim based on a contract 
with that owner, and it has been diligently pressed in the New York 
State courts. I wish merely to indicate briefly the reasons why 
my client’s creditor claim is entitled to priority over the claimants 
provided for in section 404 of this bill and to urge that section 403 
of the bill be amended so as to provide my client with an opportunity 
to establish his claim and not deprive him of rights which he had been 
pursuing in the courts of New York State. 

As I see it, Mr. Chairman, the United States is the successor to this 
former Czech corporation, and to the extent that the former Czech 
corporation owes a liability to my client, the United States, as a 
successor to the Czech corporation, should acknowledge that liability. 

Moreover, in ordinary circumstances, if this fund were to be trans- 
ferred by a private owner to the nationalization claimants under 
section 404 who have no relationship at all with the former Czecho- 
slovak owner of the fund, I think that would be regarded as an 
assignment to defraud creditors. 

I know that is not the intention of the United States Government, 
but in practical effect, unless my client is relieved under this bill, 
it is going to have the same effect. 

I think it particularly pertinent, in legislation one of the major 
purposes of which is to demonstrate to the Czechoslovakian Govern- 
ment that we condemn violations and breaches of contract and prop- 
erty rights as transgressions of international law obligations, that 
we follow the same policy with respect to our own American claim- 
ants, such as my own client who, as I say, has a priority in general 
municipal law over nationalization claimants. 

I am certain that the United States Government would want to 
observe the same correct standards toward creditors as it expects of 
private citizens and foreign governments who deal with American 
citizens. 

I have also indicated the constitutionality of the New York State 
legislation under which my client has been proceeding, which has 
only been recently confirmed once more in its application with 
respect to the Czechoslovak nationalization decrees. 

I will pass on to the fact that the Senate report, I think, supports 
the view that, if my client’s claim is established, it is entitled to a 


CZECHOSLOVAKIAN CLAIMS FUND v9 


priority as against those of nationalization claimants against the 
fund. I think it also evidences an intention not to deprive my client 
of rights that he had been asserting in the New York State courts, 
but to give him an opportunity to demonstrate his claim. 

I may say, for example, in passing, that in the Trading With the 
Enemy Act, when Congress was dealing with thousands of enemy 
alien owners of property, it made provision for the payment of 
debtor claims like those of my client and thousands of claims were 
processed under section 34 of the Trading With the Enemy Acct. 

In this particular case there is involved only one owner of prop- 
erty. It happens not to have been an enemy alien, although it comes 
from an unfriendly country, and to my knowledge there is only one 
debtor’s claim of my type that is in existence. 

I am not asking for special consideration for my client, but I am 
merely asking that the ordinary considerations of commercial law 
and morality “apply in his case and that he be given an opportunity 
to demonstrate his claim before the Court of Claims. 

Senator Long said in the hearings before the Senate that he spent 
a lot of time dealing with the problems of one man because—I quote 
from him: 

I think if you treat one man unfairly there is the same principle involved 
as if you treat a lot of them unfairly. 

Now, my difficulty is that in spite of the contention of the Senate 
committee, [ think to take into consideration the favorable 
of my client’s claim, section 403, which is the section upon which I 
would rely for him to be given the forum in which to present his 
claim, imposes a requirement on him which is very, very difficult 
tomeet. In fact, I think it is impossible. 

I am perfectly happy about section 403 to the extent that it means 
that my client must present his claim promptly. I applaud the new 
Senate amendment to it which says that claims of this sort will be 
given preference. But the 1 requirement that is in this bill is that my 
client must prove that Congress, in setting up this fund, has acted 
unconstitutionally and has taken aw ay my “client’s property without 
due process of law. 

I have in my statement indicated why that is an unfair burden, be- 
cause of various considerations. If my client had acquired a final 
judgment or a perfected lien in a State court proceeding and a State 
legislature were to take it away from him, I would say that was un- 
constitutional and I would be satisfied with the remedy afforded. But 
because my client, with the best will in the world—after all, he has 
been suing the Czech Government—has been unable to perfect his lien, 
and because the Federal Government has very sweeping powers, which 
T acknowledge, in all matters affecting foreign relations, and because 
the United States cannot be sued except by its own consent, I am 
addressing myself to the discretion of the Congress to do justice in 
this case. 

In the Senate committee report, the Senate committee says it has 
been assured by the executive branch—this is on page 4 of the Senate 
committee’s report and on page 6 of my opening statement, Mr. 
Chairman: 
that to the extent that any person had a valid claim or title to the property or 
proceeds from the sale of the steel mill and equipment, whether acquired by 
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proceedings in a State court or otherwise, he could present this claim to the 
United States Court of Claims. 

Certainly [the committee report goes on] the committee does not wish this 
legislation to be construed in a fashion which would impede that right. 

I am afraid that with all of the best will in the world, section 403 
imposes a requirement which takes away the rights of my client, who 
is a loyal American citizen, who is in sympathy with the objectives 
of this bill, to demonstrate to Czechoslovs iia that private property 
cannot be taken with impugnity, who certainly wants to see people 
who have been obviously wronged by the Czechoslovakian Govern- 
ment get their deserts. My client is merely asking that his preferred 
status as a specific victim of this Czechoslovakian confiscatory legis- 
lation, who has first a direct claim against the Czechoslovak owner of 
the blocked property and proceeds and, second, has certain rights that 
he has been diligently trying to perfect in the New York State courts, 
be recognized. 

I have, for this purpose, suggested an amendment of section 403 
which is addressed to the Senate bill. 

I want to say that any type of amendment or any type of forum 
that this committee thinks will do justice to my client’s claim is per- 
fectly agreeable with me. 

The language I have inserted is based on two premises. 

First, the Senate pene did not distinguish between creditor 
claims and stockholder claims against this Czechoslovak corporation. 

Secondly, the Senate committee report made it clear, and the hear- 
ings made it clear that there was a desire not to diminish unneces- 
sarily, the amount of funds that would be available for nationalization 
claimants. To the best of my knowledge, and from both the Treas- 
ury Department’s statement—it being in contact with this situation— 
and from the statements of the receivers in the New York State and 
Pennsylvania courts where these claims have been lodged, I think 
it is safe to say that this language will only affect my own client’s 

creditors claim and two other stockholder claims at the most and I 
have so limited it to proceedings which are pending in the New York 
State courts. 

I am very grateful for this opportunity of expressing my client’s 

nase. 


SUPPLEMENTAL STATEMENT ON OWNERSHIP OF STEEL MILL, SUBMITTED BY SIGMUND 
'TIMBERG 


The Treasury Department has expressed its opinion that Banska a Hutni 
Akciova Spolecnost is not the owner of the blocked steel mill equipment or pro- 
ceeds involved in this legislation, and has supplied for the record excerpts from 
various statements regarding such ownership. The longest of these excerpts was 
from the affidavits submitted by the lawyers for the Czechoslovak defendants in 
the New York Supreme Court proceeding in which my client is involved and 
concerning which I testified, in which they denied that Banska a Hutni Akciova 
Spolecnost, either under its old or new names, owned the steel mill equipment. 

In all fairness, I think that the committee’s record should reflect the fact that 
the Supreme Court for New York County, after a hearing, ruled against the 
Czechoslovak defendants and denied their motions to set aside service of process 
and strike the allegations of the plaintiff's complaint, Augstein v. Banska a 
Hutni Akciova Spolecnost (124 N. Y. Supp. (2d) 446 (1953)). The appellate 
division upheld the lower court, but, in accordance with the liberal rules of New 
York practice, gave the defendants another chance to try to establish that they 
did not own the steel mill equipment (282 App. Div. 929, 125 N. Y. Supp. (2d) 
674 (1953)). However, 1 of the 3 appellate judges dissented, on the ground that 
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he was satsified to let the supreme court’s order stand as a final determination 
of this issue. 

If the committee considers the question of ownership of the steel mill equip- 
ment relevant to the issues before it, I would think that the judicial determina- 
tion of two New York courts, after a contested hearing, should have more weight 
than either the self-serving statements of counsel whose views were rejected by 
the courts and of the representatives of the Czechoslovak Government or the 
opinion of the Treasury Department, based only on the incomplete material that 
happens to be in its files. 


Mr. Hays of Arkansas. Thank you for your statement. 

Mr. O'Hara ? 

Mr. O’Hara. No questions, Mr. Chairman. 

Mr. Hays of Arkansas. Thank you, sir. 

Now, this concludes the list of witnesses scheduled. 

Are there any parties present who would like to make a statement 
before we adjourn the meeting ¢ 

I will, therefore, adjourn the committee, but I want to assure all of 
you who are interested in this legislation that it is going to receive 
very careful consideration of the subcommittee. 

We will do our best to bring out appropriate legislation. 

The committee is adjourned. 

(Whereupon, at 11:45 a. m., the subcommittee adjourned.) 


STATEMENT SUBMITTED BY SEYMOUR J. RUBIN, ON §S. 3557, S8SStTH CONGRESS, 2D 
Session, A Bint To AMEND THE INTERNATIONAL CLAIMS SETTLEMENT ACT OF 
1949, As AMENDED 


My name is Seymour J. Rubin. I am a member of the bars of the State of 
Iilinois and of the District of Columbia, a partner in the Washington law firm 
of Landis, Cohen, Rubin & Schwartz, 1832 Jefferson Place NW., Washington, 
D. C. I have written for legal and other journals in the field of protection of 
private foreign investment. I represent several American citizens having clainis 
under title III of the International Claims Settlement Act. 

My interest in S. 3557 is in urging that the provisions of section 406 of the 
bill be incorporated into title III of the International Claims Settlement Act of 
1949, as amended. These provisions should be substituted for section 311 of 
that act, and particularly of section 311 (b). 

I propose to summarize what seemed to me to be incontrovertible arguments 
for this amendment of the International Claims Settlement Act of 1949, and 
to file with the clerk certain exhibits which go into this matter more in detail. 
I have also prepared and attached to this statement a brief amendment which 
would attain the objective for which I am here arguing. 

First, I wish to point out that I am urging a clarification and not, in my opin- 
ion, a change in title III. The language of section 406 of the proposed title 
IV says only what I and many others strongly believe section 311 of title Lil 
says, or was intended by the Congress to say. 

Second, I believe that point which I now urge upon this committee is not only 
in the interests of the American citizens whom I happen to represent. but also 
in the interests of equal justice under American law. It is that citizens are 
entitled to legally equal treatment. regardless of whether their property was ex- 
propriated in Czechoslovakia or Rumania. 


(A) 


The problem arises because the Foreign Claims Settlement Commission has 
tentatively decided that title IIT of the present act is to be interpreted in a 
manner very different from the provisions of section 406 of 8S. 3557. 

I believe that the present International Claims Act was not intended so to be 
interpreted and that this interpretation, contained in panel opinion No. 47, is 
most unfair and unjust. 

Whether or not I am correct in this opinion, it is beyond dispute that very 
serious doubts arise, certainly as to the wisdom and the equity, and perhaps 
even as to the constitutionality of legislation which provided for different stand 
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ards of eligibility for American claimants, depending upon the accident of 
whether the property stolen from them by the Communists was located in 
Rumania or Hungary on the one side, or in Czechoslovakia on the other. These 
doubts are aggravated by the fact that there is no moral, economic, or legal 
basis which has ever been advocated by anyone, to my knowledge, upon which 
such a distinction could be rested. 

(B) 


The question under the present International Claims Settlement Act is 
whether an American national is entitled to compensation if property which he 
owned in the form of shares of stock is expropriated by the Governments of 
Hungary, Rumania, or Bulgaria. 

To most lawyers—and I think to most legislators who had something to de 
with title III of the act—the answer would seem to be obviously “Yes.” The 
corporate form is so familiar in Anglo-American law, is so widely used for its 
business convenience, that it is almost unthinkable at this date to penalize some- 
one because he has put his ownership of certain physical assets into the form 
of a corporation rather than owning the property “directly.” Shares of stock 
are regarded as property without dissent, for purposes of taxation and all 
normal business purposes. Moreover, the present act nails down this obvious 
fact—that shares of stock are property—by defining “property” in section 301 
as “any property, right, or interest.” 

Why then has the FCSC come up with a panel opinion holding that property 
which is shares of stock are not subject to compensation, at least in a very 
broad group of cases? The opinion is rested on section 311 (b) of the act. 
That section says that a claim “based upon an interest * * * in a corpora- 
tion * * * which directly suffered the loss * * * but which was not a national 
of the United States at the time of the loss, shall be acted upon * * * if, at 
the time “of the loss, at least 25 percent of the outstanding capital stock of 
the corporation * * * was owned * * * by natural persons who were nationals 
of the United States.” 

On its face, this section would seem to have an adverse effect on persons who 
owned substantial shares in Rumanian corporations, the property of which was 
expropriated. I personally believe—and I had as much as any private person to 
do with the antecedents of title III of the present act—that the section was 
intended to be confined in its effect solely to those complicated situations in 
which a person owned shares in a foreign corporation like a Swiss corporation, 
which in turn owned property which was confiscated. Be that as it may, clearly 
the section had no application to the case in which the property of the American 
national himself is expropriated. In the Rumanian situation, the confiscation 
was directly of property of the American, as well as, perhaps, property of the 
corporation. That is, his shares of stock were taken, and if those are not 
property which he directly owned, then new law of a most startling nature is 
being made, 

Consider, if you gentlemen will, the dangerous effects of allowing this kind of 
interpretation of an American compensation statute to stand. It would mean 
that the United States is saying that its nationals have no direct claim to 
compensation for their property whenever shares of stock, rather than physical 
assets, are confiscated abroad. Almost inevitably, an American who has sub- 
stantial business interests abroad, puts them into the corporate form—often 
because the local government requires local stockownership, often just for 
straight business reasons. This interpretation would mean that in these cases, 
affecting literally billions of dollars, the foreign government, if it wanted to 
expropriate without compensation, would not take the property of such a 
corporation, but would merely take the stock owned by the American. This it 
could do, under ample precedents, by vesting the stock on the books of the 
corporation, Then, under this interpretation, the American would have no 
direct claim against the country which had confiscated his property, because 
it would be considered that his claim for the stolen stock would have been 
merged into such indefinite claim as the corporation itself—a national of the 
confiscating country—might have. And, since the United States cannot espouse 
the claim of a foreign national, we might well have excluded the possibility of 
defending the rights of Americans abroad to effective and fair compensation in 
the event of confiscation. 

That this interpretation is erroneous is, I think, made clear by the fact that 
the committee reports which preceded the present title III stated that section 
311 (b) was directed at the complicated, 1- or 2-share cases, not at substantial 
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denial of rights with respect to perhaps the most important kind of property 
subject to foreign expropriation, and that these reports said that the scheme 
of the act was to provide everyone with compensation, either through his own 
claim or through the claim of the corporation in which he had an interest. This 
demonstrates that the Congress had in mind in 311 (b) the Swiss or British 
or French foreign corporation, in which an American had a stock interest, and 
which itself had property which was taken. The reason for title III was that 
the Rumanians were not going to pay anyone. Then to say to an American 
owning stock in a Rumanian corporation that he could get paid by asking his 
Rumanian corporation to collect for him, would be an absurdity. 

Clearly, the committee reports and the act itself indicate that a person whose 
property is in the form of shares of stock in a Rumanian corporation, whose 
stock is taken, regardless of whether at the same time the property of the cor- 
poration is taken, is a person who has suffered a real loss and who is entitled to 
compensation. 

This, in any case, is the rule which is now carefully spelled out in 8S. 3557. 
The executive departments, in effect, now said to the Congress that if there 
is ambiguity in the present act, that ambiguity must be eliminated in favor of 
protection of interests in corporate forms. Is it possible for the United States 
Congress to say to American claimants that property does include shares of stock 
in Czech corporations, but does not include shares of stock in Rumanian cor- 
porations? Is it possible to say to an American owning interests in Czech and 
in Rumanian corporations that he is entitled to compensation for the taking of 
the one interest, but not the other? No word of justification for any such view 
bas been submitted, and none can or will be. 

There is 40 reason in economics, law, or morals for such discrimination. I 
am morally certain that the executive departments, and particularly the De- 
partment of State, in the interests of the protection of American foreign private 
investment, will welcome the amendment to 8. 3557 which I propose. That 
numendment would merely make the rules uniform for all American interests 
abroad. It would take the eligibility provisions of 8S. 3557, which have been 
carefully worked out and have the approval of the FCSC as well as the execu- 
tive departments and read them into title III as well as the proposed title IV 
of the act. 

I have appended as exhibit 1 to this statement the text of such an amendment 
to S. 3557. I submit that this suggestion is in the interests not merely of indi- 
vidual American claimants, but also of the United States, and I strongly urge 
upon this committee that it be adopted. 

I will also hand to the clerk copies of documents relevant to interpretation 
of section 311 (b) of title ITT. 

Thank you very much. 


EXHIBIT 1 TO STATEMENT OF SEYMOUR J. RUBIN 


4 BILL To amend the International Claims Settlement Act of 1949, as amended (64 
Stat. 12) 


Be it enacted by the Senate and the House of Representatives of the United 
States of America in Congress assembled, That the International Claims Settle- 
ment Act of 1949, as amended, is further amended by adding at the end thereof 
the following : 


* * * * * * * 

“Sec. 3. The provisions of section 406 of Title IV are adopted as section 311 

of Title ILI, and are applicable to any claims timely filed under Title III of 
this Act.” 





